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Ottawa, Ontario, 
Thursday, February 23,1950 


MORNING SESSION 
---The Commission met at 10.30 a.m. 


MR. HART: Your lordship will remember yesterday 
when I was giving the Commission some information on the 
Salt rate from Malagash to Temiskaming that you asked if 
there was anything to show the relationship between the 
rate established by the Board at that time and what the 
straight line rate would have been for the same distance. 
That request is found in volume 81, page 16119. The 
distance from Malagash to Temiskaming for the two-line 
haul is 1095 miles, and the Commission will remember the 
rate established by the Board in order 40081 was 364 
cents per 100 pounds. For the single-line haul from 
Malagash to Barrie, Ontario, which is a distance of 1087 
miles; or seven miles shorter than the other distance, 
our Single-line rate at that time was 34 cents per 100 
pounds, so the joint through rate was 23 cents more 
per 100 pounds for very comparable distances. I am 
also informed that before the joint through rate of 363 
cents per 100 pounds was ordered in by the Board the 
rate in effect at that time was actually a through 10th 
Class rate of 42 cents. 

THE CHAIRMAN: What kind of rate? 

MR. HART: A through 10th Class rate of 42 cents 
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C. E. JEFFERSON, RECALLED 
CROSS -EXAMINATION BY MR. BRAZIER (Cont'd) 

Q. Just before we start, Mr. Jefferson, there is 
one question I wish to ask you regarding transcontinental 
traffic. I have noticed recently that an additional ship 
is now sailing between the maritimes and Vancouver. Are 
you aware of that fact? 

A. Yea. soi, 

Q. It was never contemplated that they would sil 
during the winter months before, I presume? 

A. Well, they did some years ago when the Vancouver- 
St. Lawrence line was in operation. | 

THE CHAIRMAN:Q.When what? 

A. When the Vancouver-St. Lawrence line was in 
operation before the second war, but there was a ship -- 

Q. You say at that time they did sail in the winter? 

A Yes .sir. 

an. From Saint John? 

A From Saint John and Halifax in the winter and 
Montreal and Quebec in the summer. 

THRACHALEMAN:. You say,.Mr. Brazier, do..jyou, 
that they are going back to that now? 

MR. BRAZIER: Yes, that is what I was asking 
Mr. Jefferson, whether he was aware of that fact that they 
are going back to that. 

THE WITNESS: Last fall we had some few ships 
between Montreal and Vancouver, which ships called at 
Three Rivers, Quebec and Sydney. There was 2 sailing 
this week from Halifax with a call at Saint John to-morrow 
or the next day, and our information at the moment is that 
the ship will carry a quantity of soap originating at 
Toronto and Hamilton, railed to Saint John, and the 


steamer from Saint John to Vancouver. There will also 
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be some automobiles from Oshawa, some glass from Montreal 
and steel from Sydney. 

COMMISSIONER ANGUS: Q. Does anyone quote a 
rate, shall we say, from Hamilton to Vancouver or does the 
shipper send to some point such as Halifax and then trans- 
ship under some arrangement? 

A. The shipper ships in this instance to Saint John 
Or taliteax-invcare of the: ship, ‘and then it is. loaded on 
the ship at those ports. I am not speaking authoritatively, 
but I suppose the shipper gets the ocean rate from the 
Water=carrier and adds to it. the rail rate and the 
terminal charges at Saint John and Vancouver, for instance, 
and determines whether the through charges will be less 
than the rail charges. Apparently they are; otherwise 
he would ship by rail, but whether or not the ocean 
carrier would name a through rate and absorb the other 
charges I do not know. I think the way I mentioned first 
is the way it is really done. 

Q. And from the shipper's point of view that would 
make two transactions or one? 

A. Well, two; I mean to say he would ship to Saint 
John the same as he ordinarily does. He would have a 
reil pill of Padine to Saint John and then he would have 
an ocean bill of lading from Saint John to Vancouver. 

THE CHAIRMAN: QQ. Mr. Jefferson, what company 

operates these boats? Is it the same company -- 

ie The same company as I mentioned earlier in my 
evidence. It is steamers chartered from the -- I think 
they call it the Altpac Line, but the agents for Altpac -- 

Q. I suppose that means Atlantic-Pacific? 

A. EG may. The steamers are chartered by the 
Monsen-Clarke Company, the steamship agents in Montreal, 


who carry on the arrangements between the shippers, make 
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arrangements for handling the traffic on the steamer, 
COMMISSIONER INNIS: Q. What sort of goods would 
they be particularly effective in competing on? 

A. Well, you never know. It may be any traffic. 
tI mean by that I filed an exhibit in my direct evidence, 
I can give you the number of it, Exhibit No. 146, where 
I showed the commodities which were handled on the 
EsktaleBate from Montreal on May 5th, 1949, and the 
Seaside on September 11, 1949, and since September there 
were two other steamers from Montreal. 

Q. How long does it take to make the voyage? 

A. I would think it takes a month to six weeks 
to make the voyage from Montreal with their calls at 
Three Rivers, yuebec and Sydney. 

Q. It is a little difficult to understand how they 
could compete in high-priced goods where inventories 
would run up interest charges because of the length of 
time it takes? 

Bo You would, but apparently the ocean rates are so 
much lower that, taking all factors into consideration, 
it must be cheaper than by rail. 

Q. Have you checked their rates against yours? 

A. We do not know what their rates are except such 
information as we can obtain from shippers. 

Q. The rates are not published? 

fs Une mos no, Sir. Our rates, Hamilton and 
Toronto to the seaboard, are published, but the rates 
from Montreal or Saint John or Halifax to Vancouver are 
not published. When making competitive rates we make 
every effort to determine either from the shipper or 
consignee what charges he is paying by the rail and water 
route, and if we make a competitive rate to compete with 


it, as I said before, we invariably make it higher because 
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we think our rail service justifies a higher rate. 

MR. BRAZIER: TI might give some information on 
that, br. Innis . At the Victoria hearings I filed a 
Statement of the goods Shipped in the first one together 
with the rates. 

COMMISSIONER INNIS: you included the rates? 

MR. BRAZIER: Yes, After that I found it rather 
CTELICULE (Go tranditcut exaetly what the rates were, except 
from the individual Shippers. 

COMMISSIONER INNIS: The rates which you filed 
were not accurate. 

MR. BRAZIER: Those were accurate, but after 
that the company did not wish to disclose those rates. 
I just call attention to the fact that the ocean rate on 
canned goods, which has been discussed a great deal here, 
was 75 cents a hundred, but to make a proper comparison 
of the ocean rate and the rail rate you do have to add 
certain additional wharfage charges which at the maximum 
would be 24 3/4 cents a hundred, which would make the 
ocean rate on canned goods at that time $1 as against G40 
by Paid. 

Q. Ls“that correct? 


ie That would be from Montreal, yes, sir. 

Q. I notice in this list of ocean rates we have 
there are automobiles. That would be a high priced com- 
modity? 


AG eae Ss Xn pet OT Vrs 157 net? 
Q. That. iseright. That would be a high priced 


commodity shipped by water? 
As Oh, yes, the individual car -- 
Q. At that time they were charging $100 for each 


car ordtruck. How would that compare with the rail charge 


from Montreal? 
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oe Well, it depends on the number of automobiles 
seche-car. 

ay What is the nermal loading, four cars? 

Re That would be the maximum loading. Some cars 
we only get three in an automobile car. 

Q What would be the approximate -- 

ae Well, I could work it out. 

Ale I suggest it would be in the neighbourhood of 
$180 per car? 

A. Have you the rail rate? 

Q. No, I have not the rail rate, but it carries 
the full class rate now, does it not? 

A. NO, we have a commodity rate to the coast. 

Qi. I think it is just the class rate now, Mp. 
Jefferson? 

Le Mr. Buckingham tells me that our rate to-day 
from Montreal, or an automobile shipping point, to 
Vancouver is $7.10 per 100 pounds with a minimum of 
10,000 pounds to the car. 

THE CHAIRMAN: Q. What was that you said last? 

A. A minimum of 10,000 pounds to the car. That 
would be $710 for carrying a carload to Vancouver. if 
there were four cars in the car the cost would be $177.50 
for each machine. Li there were three cars) to the car 
the cost would be more per machine. 

MR. BRAZIER: Q. At one time you did have a 
transcontinental rate on automobiles, did you not? 

A. Tee ./ oi: 

Q. And that has been eliminated in the recent 
revision of the transcontinental rates? 

Bs Yes, apparently it has. 

Q. Does the fact, Mr. Jefferson, that on this ship 
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Sailing this week there are automobiles being shipped 
from Oshawa to Halifax and then by water to Vancouver 
indicate to you that the ocean rate must be much less than 
tneivatl, rate from Oshawa? 

ar Ves neir. We charge our first class rate from 
Oshawa to Saint John. 

Q. Which would be how much? 

A. Have you the first class rate from Oshawa to 
Saint John? 

Or, Probably we can get it later, Mr. Jefferson. 


A. VES Sir 


(Page 16200 follows) 


— # pentaee oi i 3 
aca ed Ait ed et paras “erie 
ie Scommated — 
ee Sat waelo sagt mace ee ree i ; vt ae 
Lanett te eo isd 
Seto wed wad hero iste 


Ot Sage wort ares wma moti ‘ee apy, oral 


es paidtiess 


ony | spare 


(ROeee Tiel «oh . cated 22 tem ans ow gidedodd 


(ANOLLOG OOSOL oped) 


~ 16200) < Mr. Jefferson cr.ex 


Q. Now, you mentioned two other commodities 
being shipped from Ontario points, soap and glass, 
I think? 

A. The glass was from Montreal, glass bottles. 

Q. And soap from - ~? 

A. Toronto and Hamilton. 

Q. Have you transcontinental rates for those 
two commodities at the present time’ 

A. I think we have, yes, sir. 

Oe Puueven in spite of: that, you lose traffic 
to the ocean steamer? 

he Olneb ds rieht;. yes, sir. 

Q. Does the running of this additional steamer 
indicate to you that your competition in this field 
is going to be more severe in the future than it 
has been in the last year or so? 

A. Well, it is going to be more than it was 
during the war years, not only with respect. to 
west-bound traffic, but with respect to east-bound 
traffic. I had a wire yesterday with respect to 
an east-bound steamer from Vancouver, the 'S... a. 
Riverside, from Vancouver on January 28. It carried 
lumber for some United States ports, and while it 
did not carry any lumber to Canadian ports, it did 
carry 400 tons of canned fish and vegetables for 
discharge at Halifax and distribution in the 
Maritimes and I also had advice (I don't know as 
I have it here) but I also had advice the other day 
that the MacMillan Interests, who are interested 
both in forest products, as you know, and the canned 


Salmon industry, in their own protection are going to 
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have a steamer at the Opening of the St. Lawrence 
system from Vancouver and other British Columbia 
ports to Montreal. 

Q. That will be in addition to the lines 
running at the present time? 

hae Yes, Sir, that would be in addition to 
the lines which the mMonsen-Clarke Company represent. 

COMMISSIONER INNIS: How much business 
would they do with American ports? 

Ay) Wells (thie first Sailing, sir, did not have 
a large quantity for Maritime ports. 

Q. Not "Maritime" - American? 

A. American ports? 

Q. Yes. 

A. This steamer that I mentioned, the Riverside, 
from Vancouver on January 28 carried 500 million 
feet of lumber for discharge at Camden N. J. ana 
New York City. 

@. Would there be a good deal of that? 

PS vetiwitt Lo Just starting in again. 

This is the first we have had east-bound since 
the war. There was considerable prior to the 
second war. 

Q. But my point is, these vessels are not 
concerned entirely with traffic between Canadian 
ports; they also carry traffic to American ports. 

Is that true of all of them? 

A. Not west-hound, no , sir. 

Q. Not west-bound? 

A. No, sir, because there would not be enough 


traffic from Eastern American ports to British 
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Columbia ports. West-bound it is all Canadian 
traffic, but east-bound the only traffic from 
British Columbia to American ports would be lumber, 
except, I might say, that prior to the second war 
they were shipping fertilizer from Warfield to 
South-eastern United States ports like Florida, 
Georgia and the Carolinas ports via Vancouver 

by rail to Vancouver and water through the Panama 
Canal. Of course, that is traffic the railways 
are losing over the transcontinental routes from 
British Columbia to Eastern United States points 
as well as to Eastern Canada. 

Q. That is what I was wondering about, the 
extent of competition on through international 
rates rather than on Strictly Canadian rates. 

A. Well, prior to the war only with respect 
to forest products and fertilizer. 

MR. BRAZIER: Forest products would be 
the major product exported from British Columbia 
to Eastern United States? 

A. Yes, sir, that would be lumber and 
Shingles. Now, automobiles from Oshawa to St. 
John, the first class rate is $1.50 per hundred 
minimum ten thousand pounds per car. 

Q. Have you anything else you want to say 
about that, Mr. Jefferson? 

BD NOt 1 ?, 

Q. I wonder now if you would look at the 
Submission of the Canadian Pacific Railway Company, 
Part I1I., I¥want to refer you, Mr. Jefferson, to 


certain statements and then discuss them with you. 
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The first ts at page 61. In this part of your 
Brief, you are dealing with the cost of service 
principle and the value of service principle. In 
the first place, I would like to call your atten- 
tion; Mr. Jefferson, to the first sentence whdéch 
appears after the quotation which appears on page 
61. You say:- 
"The cost of service, while not the 

principle on which railway rates are made 

in Canada, is a factor or consideration in 

fixing the rates on a given commodity or 

class of commodities." 
Nowe do you agree with that? 

A. Iwill agree with that. As I explained, the 
tests which I apply to it - - 

Or speutvll come toxthose later on»; butein 
principle you agree with that statement? 

Ay) Yes, srr. 

Q@. Then, on the top of the next page, page 
Oey -youvsay?- 

"Under the value of service, consideration 

must be given to the compensatory nature 

of the rate A rate is compensatory if it 

returns something more than the out-of-pocket 

costs which are the additional costs 

incurred by the railway in handling any 

particular traffic". 
I presume that that is a correct statement of your 
conception of the value of service principle? 


We Yes; sir. 
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Q. Then, further on the same page you speak 
of the upper and lower limit, the upper limit 
being the over-all railway cost and the lower limit 
set by the out-of-pocket costs? 

Aspe Vos) S174; 

Q@. Now, is it correct to Say then, that, in 
the first instance, the application of this 
principle to rate making depends on the determination 
of out-of-pocket costs for any particular traffic? 

THE CHAIRMAN:: Pardon me. When you say 
"upper limits and lower limits", are you talking 
of dollars and cents? 

THE WITNESS: Well, I do nat think that 
we are talking dollars and cents in the term of 
freight rates, but the upper limit on over-all 
railway costs I would express in my own language 
would be the total costs to meet the revenue the 
railways require for all expenses. I will term 
it their requirements, if you like, but the lower 
limit is what we consider would be the non- 
compensatory rates. 

MR. BRAZIER: Well, as far as the lower 
limit is concerned - - 

THE CHAIRMAN: You say that the lower 
limit is set by out-of-pocket costs? 

Boweeves, Sir. 

Q. Then, the out-of-pocket costs would 
appear to be the lower limit, not the compensation? 

A. Yes, sir, out-of-pocket costs would be 
the lower limit. We would not want to go below the 


lower limit. 
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Q. And the upper limit, you say, is the 
total amount required to cover the all-inclusive 
Overall railway costs? 

Mia tie 2.5, CLent 

Q@. And between those two somewhere, you find 
the value of service? 

Ales. holt. 

MR. BRAZIER: Now, when you speak of 
out-of-pocket costs, Mr. Jefferson - - 

THE CHAIRMAN: I am wondering whether 
later on we could not get that clarified better? 

MR. EVANS: If you would like me to 
Claritveuce Tow. a shall be glad to do sca. 

THE CHAIRMAN: Well, now then, if you 
like. 

MR. EVANS: <I think your lordship put it 
much as we put it, that the value of service 
Drinciple involves cost in two respects. In 
respect of individual rates the lower limit is 
set by the out-of-pocket costs. In respect of 
rates as a whole, the upper limit is set by the 
total limit of the movement of the traffic. 

THE CHAIRMAN; You say the total cost 
of the movement of the traffic? 

ne Gvonos Yes, sir. 

THE CHAIRMAN: And you do not include 
in that your revenue necessities for all 
purposes? 

MR. EVANS: Yes, sir, that was the subject 
of my argument with Mr. Brown, as you may recall. 
He thought that the total costs should represent 


nothing beyond operating costs. I took a 
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position that the total overall costs included 
servicing the capital and providing the surplus. 
Now then, the sum total of all the rates on all 
the traffic must be returned. That puts the 
upper limit to the whole level of rates. 

Individual rates are not considered at that 
stage because individual rates are not intended to 
be limited by the upper level of the total cost 
applicable to that traffic, because that obviously 
is an impossible task to do, but we say, that the 
total cost must be met by the total traffte: thet 
1s, the upper limit of rates as a level. 

With regard to individual commodities, however, 
the lower limit is fixed by the necessity for 
meeting at least out-of-pocket costs. Is that 
Clear? 

THE CHAIRMAN: Then the rates you actually 
do set are the value of service? 

MR. EVANS: Yes, because each, as we say, 
contributes according to what it can bear within 
those limits. 

COMMISSIONER ANGUS: Mr. Evans, when you 
Say the total costs must be met by the earnings, 
are you thinking of that as happening in each year 
Or are you thinking of the railway industry as a 
fluctuating one that will have relatively fat and 
relatively lean years? | 

MR. EVANS: I think I am. One cannot 
be mathematically certain that in each year exactly 
the full cost is returned, but the aim is, that 


that should be so. In the lean years, of course, we 
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know that is not so, becauseeven if you do increase 
rates, you cannot recover more revenue, so that you 
do have fluctuations in lean and so-called fat 
years. You are handling less than your overall costs 
from the total traffic, and in good years, you: 

are getting more - no doubt about that, but we do 
find, if I may say so, that when you find you are 
getting too much, there is very fast action to get 
them down again. When you find you are getting too 
little, nobody but the railway will complain, and in 
the depression period, of course, you may not be 
able to maintain the traffic at the higher rates. 
Teaveis, yeryectearly .exemplifiied, if I may.say-so, 
in two cases in the depression years in the United 
States. Icthink it was Ex Parte.103, am I right, 
Bano si? 

THE WITNESS: I think 103 was in 1931. 

THE CHAIRMAN: In the year 1931? 

MA evan -IneiQO3lL. I think the Commission 
has references to these decisions. They have been 
discussed, but there is an aspect of this question 
Siebecetncusy wwhich.1 think is important....In- this 
Case, which was brought in 1931, the railways asked 
for a percentage increase and the Commission said:- 
"We are not satisfied that if you got a general 
increase in these conditions with falling prices 
and the depressed condition of industry, that the 
increases will be effective to give you the revenue 
you want" and the result was that they refused to 


give any general increase, and after all sorts of 


re-hearings they came out with some specifiéd 
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increases in certain commodities, and that again was 
Pepesvederwn. 1O35< 

In 1935, they had a similar position taken, but 
in 1935, after two or three years of re-hearings, 
they had this general increase in commodities plan 
for increasing rates, but those factors that I 
spoke of to Dr. Angus were very important factors 
in the Interstate Commerce Commission's decision 
at that time. They said: "In these times we. have 
no guarantee that if you increase rates you will 
increase revenue". They recognized what the rail- 
ways now mention, but they said "We doubt whether 
you can achieve it, and therefore we are not going 
to increase rates generally in those conditions". 

COMMISSIONER ANGUS: Does that make 
sense if one is speaking of maximum rates? If the 
maximum rates were increased, could the railways 
be relied upon not to put the actual rates above 
the point of maximum revenue? 

MOA VANS f. Lydo net ‘think that ‘that has 
ever been the consideration in fixing maximum rates 
because maximum rates are fixed in relation to a 
lot of different commodities, and a lot of different 
classes, and I think it would be mathematically 
impossible to assure that those maximum rates 
would produce the desired amount of revenue. I 
think the practical viewpoint is this: they know 
that a very small amount of the traffic aetually 
moves on maximum rates, and the test applied is 
always "What is the current yield in net revenue?" 


And when they see that, up or down, they say as a rule 
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"The usual level of rates should be up or down" 
but the desired end is never mathematically achieved 
and cannot possibly be achieved because either you 
must try and fix it in relation to the Paste ,ei 
which case you cannot say you are going to have a 
result in the future, or you must try and forecast 
the future, in which case you cannot possibly be 
accurate. 

COMMISSIONER ANGUS: I can understand 
that, Mr. Evans, but if the argument of the Inter- 
Seace Gommerce Commission is, that it is futile 
to raise rates because higher rates would not 
produce more net revenue but less net revenue, 
isn't that something that could be left to the 
judgment of the railways, the self-interest of 
the railways? 

MR. EVANS: I think the American railways 
would say so. I think they probably felt very 
badly about the judgment. I think they must be 
left - I would certainly argue that they should 
be left to exercise their judgment within the limits 
that provide, as you call, the maximum rates. 

COMMISSIONER ANGUS: When someone says 
to you:- "I am going to protect you against the 
consequences of your own folly", don't you rather 
Suspect the sincerity of the reason? 

HMigmwavANoviy, Lledo. .Thatiiss @ point. that 
has been raised here by our provincial friends. 
Thev have said:- ‘We think you are going to dry 


your traffie up. We think you won't get this 
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revenue’: I must say I was a little suspicious 

of the motive, but I am just putting to you what 
the Interstate Commerce Commission did in those 
cases and I think the American railroads were quite 
disappointed. They went back and back and back for 
re-hearings on this case, and they came out with 
the result I mentioned. 

COMMISSIONER ANGUS: I must say I find 
very great difficulty in applying in my own mina 
this theory of rate-making in terms of time, in 
terms of moving and changing conditions, and it 
seems that the Judgments that have been cited 
dono deal specifically with that*poimt? 

MR. EVANS: Well, I think you will fina 
that in a number of United States Decisions by the 
Interstate Commerce Commission, that the Commission 
has Preenntea to reconstruct or to construct what 
they have called a reconstructive order, and they 
try and visualize what is likely to happen, and they 
did that in the last two cases. We, of course, 
in our case, in the 20 Percent Case forecast 1949 
and in the 21 Percent Case forecast 1947. Well, 
in neither case were our forecasts accurate. I 
think it is mathematically impossible to ensure 
that you are going to get exactly the result that 
a mathematical formula might produce. 

COMMISSIONER ANGUS: Was the percentage 
increase for which the railways applied, calculated 
by them to give a fat year, an average year or 


a lean year? 


(Pagel6212 follows) 


ot ue | 

‘i i> 
ennai aia ae tot mis 

ISAeogvos tua: NFIHG plata ok et As Vv aeray 


i 
fiient, 
552 WP 9 Erm Lohve yage@ns eres P voters 
7 er iPad 


Sfp poteeabegrs (ay enol (ein: at ils tor a BTRO:: 
eee" -OeA. Teed ib 4 See eet a 
2 


ne tes 


71 340 
) AY ge bvota: ome F v 
‘ers ie siia-abas: ene ai 4 
a + ie > ery 
iw yl featye nage, Deeb; toon 


2 ae cae rh a 
desbhc dc i‘ 7 


at Ae. ei aes: nt 
eae ooranuet eteteqoee) 
se oF bedamesta, te 
wT aoe es pane ee. dill 
Plaka! 


- aap Taemee. one 4 
a . end ag, oy. ddd” sey 


tink BBD: fe ae ae 
ay 


4 


Spee SS gate ms Dap hi 
Lontet, 270. BY ae =aeq>ed3 ical te ; 


‘ Pr Abay 
Nifeoochs. cil gots enneiemee: a 


Sf Ai enters tam ' 


1a Wes sears 


RND 


-16212- Mr. Jefferson, cr-ex. 


MR EVANS: I think this is extremely interesting, 
because it does point up a great desl of the CREP Lari y » 
In the 30% Case we forecast x dollars in revenue for 1947, 
and we said that a 30% increase in pevenue: ‘on rthat fore= 
cast would give us less than the fifty-two or fifty-three 
million dollars which we said were our requirements. Now, 
at that time it looked as though 30 per cent would be 
short of giving us our requirements, but we went on that 
basis. Now, when 1947 was actually experienced and 
before the Board's Judgment came out -- because the hear- 
ings took the whole year; they did not give the judgment 
until 1948 -- the actual results for 1947 were known. 
Well, the Board, with some adjustments in expenses, dis- 
allowance of depreciation and deferred maintenance and so 
on, found that they could give us our requirements with a 
21 per cent increase, and they did so. 

Now, in the 20% Case we went for 20 per cent based 
on the same formula as had been adopted in the 21% Case -- 
that is, the formula as regards the requirements -- and we 
forecast 1949 results, and the actual year 1949 proved to 
have been over-estimated, whereas in the previous case we 
had under-estimated 1947, Now, aS was shown to the Board 
wr cum Daem neticgesne !tovweti into anything controversial 
here -- the actual results were so much worse that the old 
formula would have given us very much more than we actually 
turned out to be asking for. But there is no mathematical 
precision anywhere. 

COMMISSIONER ANGUS: No, but does that mean that 
the forecasts are made in respect of one year which is 
chronologically the next year, or are they made in respect 
of a series of years, treating the one year, as it may be, 
as fat, average or lean? 


MR EVANS: No; we have never asked, as we might 
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‘very well have asked, for more on the ground that we were 


undergoing 3 period of relative prosperity in terms of a 
large volume of traffic; we have never gone on that basis. 
We have had difficulties enough without getting into an 
attempt to do that. 

COMMISSIONER ANGUS: Have you ever had an sward 
on that basis? 

MR EVANS: Not to my knowledge, no, 

COMMISSIONER ANGUS: and if you do not, is the 
alternative adjusting the level, the general level, of 
rates from year to year as you might adjust the mill-rate 
of a municipality? 

MR EVANS: Well, that brings up two things. One 
thing would be that we said to the Board, "Don't whittle 
away the last dllar here and there, because if there ever 
was a time when we should be earning a full level of esarn- 
ings this is it, when we have got a large volume of 
traffic." And the other thing would be that when we do ZO 
back at the request of somebody else, because somebody 
thinks we are getting more money, I would again say to the 
Board, "Don't whittle us too closely. If our traffic 
volume is high, don't cut us to the last thousand dollars 
or the last hundred thousand dollars, merely to get a 
fractional decrease in rates. Take into account the fact 
that traffic volume is high, and that we may not always 
have that traffic volume." But we never have gone further 
than that. 

COMMISSIONER ANGUS: Do you think that the ques- 
tion that we have just been discussing is a point on which 
guidance should be offered to the Board? 

MR EVANS: Well, I am not asking this Commission 
to do it, because I do not conceive of the Commission's 


function as embracing anything but recommendations to the 
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Governor in Council as to what legislation should be 
adopted. I would think thet it would be difficult’ to 
put thet into legislation, I would certainly think that 
the Board could take that into account, and I thoroughly 
agree with you that that is a very fundamental question, 
because if we go through a period of depression we never 
will recover our full costs, and if we go through periods 
of high times there ought to be no whittling in those times. 

THE CHAIRMAN: Mr. Evans, can you give me a 
further reference to that Ex Parte OS 

MR EVANS: Yes; Ex Parte LOS). 

THE CHAIRMAN: 1931, you said? 

MR EVANS: Yes; it is in 178 Interstate Commerce 
Reports 539, and I am not sure whether there is not an- 
other decision -- yes, there was also a decision on a re- 
view of that case, in 191 Interstate Commerce Reports 361, 
Then Ex Parte 115, the first decision is in--- 

THE CHAIRMAN: What year is that? 

MR EVANS: That is in 1935 the application was 
meade, in the first decision. 208 I.C.c. at page 4, 

MR SMITH: My lord, in my cross-examination I gave 
the Commission all these cases. 

THE CHAIRMAN: Well, I would like to have them 
noted here anyway. 

MR EVANS: 215 Interstate Commerce Reports 439, 

THE CHAIRMAN: Is that another case? 

MR EVANS: That is the same case. 

THE CHAIRMAN: You have just given me Ex Parte 
115, which is reported in 208, 

MR EVANS: Yes; that is the first decision, and 
then there was another decision in the same case at eis 
I.C.C. 439. My recollection is that by 1937 there was still 


a further decision; I haven't a note of it. 
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THE WITNESS: Here it is. 

MR EVANS: Q. Have you got the reference? 

ae Les, Sir: 

MR EVANS: This same case was reopened on two 
other occasions: 223 Interstate Commerce Reports 657, and 
229 Interstate Commerce Reports 435, That last decision 
made increases in certain basic commodities, did not give 
a general increase, and has come to be known as the general 
commodities increase case, as I recall it, 

COMMISSIONER INNIS: mr, Evans, will there be any 
witnesses who will put forward the interest of the reilroad 
in the development of traffic? In the whole discussion we 
are so much concerned with the business of establishing 
rates and the fairness of rates, and we get so little evi- 
dence on the machinery or the means by which the railways 

build up traffic. It is all concerned with this sort of 
business of plucking the goose with the least squawking, and 
it is very difficult to get any sort of constructive--- 

MR EVANS: You and I might use different termin- 
ology, Dr, Innis, Asa meavcer of fact; thas perhaps is, 
with respect, not the correct way to describe what goes on, 
Li 18 an essentially trading thing. I fina the best answer 
to that in Dr. Locklin's book, because he clarifies my 
thinking at least on that Subject of how the value-of- 
Service principle operaves; but it is obviously a trading 
proposition. Railway companies have railway services to 
Sell, and they sell them,having regard to defined principles 
end subject to regulation by the Board, at what they feel 
will develop traffic, because it is in their interest to 
develop traffic, 

COMMISSIONER INNIS: Well, that is quite true, but 
you read the textbooks and you listen to the discussion and 


the evidence, and there is very little on this whole question 
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of developmental rates or the development of traffic con- 
cerned with industry, and so on. It is all s matter of--- 

MR EVANS: Mr. Jefferson is the head of the 
department whose duty it is to develop traffic for the 
railwsy, and he has the--- 

COMMISSIONER INNIS: He can tell us, then. 

MR EVANS: Ves. 

MR BRAZIER: Q. I think we are satisfied now, 
Me. Jefferson, that this upper limit is a somewhat nebulous 
thing; would you agree with that? 

A. Well, in what sense? 

Q. That it cannot be accurately defined at all? 

A. Oh, no. I mean, you cannot accurately estimate 
what your traffic is going to be. I have had some exper- 
tenee in that. 

Q@. When we come to the lower limit, would you agree 
that we should be able to arrive at a greater degree of 
accuracy? 

A. A greater degree of accuracy? You mean in volume 
of tratiic? 

enorme one. lower linit, of. your rate, that. is, in 
your out-of-pocket costs? 

A. We try to exercise judgment in making retes with 
respect to the lower limit. 

Q. And there is no doubt that you take that into 
consideration in fixing your rates? 

A. Mess, Gin. 

- How do you determine those costs, Mr. Jefferson? 


»- Well, I do not determine the costs. 


- L do not determine the costs. 


Q 
A 
Q. ..-PRardon? 
A 
Q. You make the rates for the railway? 
A 


Yes,,..8ir. 
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Q@. And if you do not determine costs how can you 
tell whether or not they are within the lower limit? 
Ay OO LeSo “on “vield. 
- You go on year? 
. On yeeld, 
On yield? 


Q 

A 

Q 

Me OOniyileld’. 
Q. That is, on your earnings? 

A Yes, ‘sir. 

Q You would egree with me, Mr. Jefferson, I presume, 
that costs and earnings are quite different things? 

A. Costs and earnings or costs and yields are two 
different things, yes. 

Q. In view of that, wouldn't you have to correct 
your definition of the value-of-service principle as 
applied by the Canadian Pacific Railway? 

A. I do not know why. 

Q. Well, you have just told me that you do not cal- 
culate costs? 

A. Yes, sir. I cannot calculate costs. I do not 
know that anyone can calculate costs when you ere making sa 
freight rate between two points on any railroad, 

Q. But you say that a rate must be compensatory? 

AYCOYes: sir. 

@. And it is only compensatory if it covers your out- 
of-pocket costs? 

Be Chew Lee iehe . 

Q. And now you say you do not calculate your out-of- 
pocket costs, and you go even further and say you cannot; 
is that correct? 

A. Yes, sir; I do not think that is--- 

Q. Therefore I suggest to you that you heve no 


measure to determine whether or not you sre getting your 
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out-of-pocket costs? 

MR EVANS: My friend should not make that state- 
ment, because it is set out clearly on page 62, in the 
middle paragraph, and it says exactly what we do. 

MR BRAZIER: We will come to that. 

THE CHAIRMAN: Yes, but for the present we are 
interested in hearing what Mr. Jefferson says he does. 

MR EVANS: Well, he does not do these studies. 

THE CHAIRMAN: Well, but whet does he do? If 
you ask about something that is not within his knowledge, 
of course, that is another thing. 

MR BRAZIER: We have established that Mr. Jef- 
ferson makes the rates, Mr. Evans, and I was trying to 
find out from him how he makes them. 

THE CHATRMAN: Well, so long as Mr. Jefferson 
undertakes to answer, we will hear him. What is your 
question? 

MR BRAZIER: Q. I am suggesting to you, Mr, Jef- 
ferson, that you do not know what your out-of-pocket costs 
ere on any perticular traffic, that you do not bother to 
fing it 0uv; sea mouLer of ‘fact, you feel that you could 
not determine it? 

fh. it is nota question of not bothering, but I say 
you cannot determine it on--- 

Q. You cannot determine it? 

Be O's 

Q. Therefore I am suggesting to you, Mr. Jefferson, 
thet you must change that first paragraph on 62, where you 
sey, "the additional costs incurred by the railway in 
handling any perticular traffic". It does not even refer 
to treffic as a whole, it refers to particular traffic. 

A. Well, I don't know. I am not gongoing to argue 


with you about the language of our submission. All I am 
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Saying is that if you came in to me and said you had a 
volume of traffic to move from point A to point B, whether 
it was a hundred miles or five hundred miles or a 
thousand miles or two thousand miles, I would find out 
from you.what you were going to Ship, what our present 
rate was, whet rate you said you needed, what the com- 
mercial conditions were, which I would develop from you 
or in my own way, and I would see if this was going to 
bel mewetragfic,.1af I- could. afford. to handle the traffic 
at the rate which you suggested. Then I would see if 
that would have a bearing on freight rates on the same 

or similar commodities which might be moving st a higher 
,evel Of mates. All things of: that kind would be re- 
quired to be taken into account in making a decision. 
Now, if the rate you needed was not going to disturb 
any other rate, was going to develop some traffic for the 
railway, and I could determine what the yield would be 
from that traffic by the tests which I have explained we 
make, I might give you the rate that you esk for, or we 
might agree on something a little bit higher. 

Q. In your explanation, Mr. Jefferson, you said 
you would consider whether you could sfford to give the 
rate? 

Be £eS,) -8ir. 

Q. That means that you are going to make some sort 
of profit on it, I presume, does it? 

Ae 9 would hope so. 

Q. Well, I-cannot conceive how you can determine 
thet unless you know what it is going to cost you to give 
that service? 

A. I cannot determine the cost, but I can determine 
the yield, and I can measure that yield from the rate 


you say you need, with the loading, how heavy you would 
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load your cars, and many other things, and if it was 
above our statistical averages, why, I would know I was 
not meking 8 mistake, If it was below our statistical 
averages, it would be 9 question of how much below it 
would be, I gave all that in my direct evidence. 

Q. Would you say, then, if it is below the 
Statistical average you are carrying it at a loss? 

A. No, sir, because some traffic has got to be 
below the statistical average to make an average, It 
cannot all be above. 

Q@. Well, would you tell me, then, in your own mind 
how do you get the point where you determine thet you are 


going to carry it at a loss rather then at a profit? 


(Page 16223 follows) 
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AY I can only determine that by using statistical 
averages. We will just take one factor. You have got 
to get a reasonable distance, and we will Say it is 1000 
miles, if you like, If the car mile earnings are above 
average I am all right; if they are below average but 
only a little below it is all right, but if it is too 
far below the average then I have some doubt in my mind 
whether or not I want to do it, and I might say I would 
not do it or I might give it some further study. 

THE CHAIRMAN: Mr. Brazier, you are on that 
first paragraph. I notice that the second sentence of 
that paragraph explains what is meant by a rate being 
compensatory. It says, "If it returns something more 
than the out-of-pocket costs", and then it goes on to 
say, "which are” -- that is, the out-of-pocket costs -- 
"the additional costs incurred by the railway in 
handling any particular traffic." 

Mee Pri Zien: ‘That’ is°what Lam trying’ to do. 


THE CHAIRMAN: Q. Mr. Jefferson, is there any 
way whereby you can arrive at an estimate of the additional 
costs in the case where somebody comes to you to offer 
you traffic? 

A. The only way I could determine additional costs -- 

Q. Additional costs? 

B. Additional costs, yes, sir, would be to ask ous 
research department for a special report on that particular 
movement. 

Q. You would do that, would you? 

Bs Yes, S17. 

Q. You do that in practice? 

A. We do it, but not every time. If.we are in 


doubt as to what we should do we have a further study made 


by the research department. 
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Q.. Then if the research department Says to you 
that the taking on of this new traffic will cost you so 
much additional to what you are spending now, then to 
be a compensatory rate it must be something more than 
that? 

A Lest sin. 

Q. That is the whole thing, is it not? 

A If the research department -- 

Q. I am only talking about this one paragraph. 

I do not say that paragraph is a proper definition or 
expression of the whole thing, but I am taking the 
Penevscerss kites, and it says: 

‘Under the 'value of service! consideration 
must be given to the compensatory nature of the 
rate. A rate is compensatory if it returns 
something more than the out-of-pocket costs, 
which are the additional costs incurred by the 
railway in handling any particular traffic." 

i think that is important to bear in mind and to explain. 

A. I do not know that I can -- 

Q. Liem noe eriticizing anything: I am trying 
to make it clear what your brief says. In that case 
you would not have to go into examining all of your costs; 
by this definition you would just have to examine what 
additional costs you are going to incur if you take on 
this traffic? 

A. ves, sir. 

Q. And that is what they call here -- I don't know 
why -- out-of-pocket costs, and then you add to that 
something in order to make it compensatory? 

A. That is right, but I could give you an example. 

Q. Then you say if you yourself cannot determine 


just what this additional cost is going to mean you get 
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= Joos. < Mr. Jefferson, cr-ex 
your information from those who Study that? 

A. fmetcis riche, 

MR. BRAZIER: @Q. I understood you to say you 
could not find out just what these additional costs were 
as far as you are concerned? 

Ae Not as far as I am personally concerned, no, sir. 

Q tee tayouscannot: do) it? 

A Noy ecirs. 

Or, And that you do not attempt to do it? 

A I do not attempt to do it, but I will give you 
an example in practice. te were asked not lone azote 
make rates on a certain commodity in Western Canada from 
western Saskatchewan and Alberta to northwestern Ontario 
points. 

Q. What would the commodity be? 

A. ie wouldebe fueiol1. 

THE CHAIRMAN:@ Crude oil? 

Aw Fuel oil. The returns were that the yield per 
car mile was extremely low. I asked our research depart- 
mente Porta, report. Theye prepared, a. report for me, and 
after Pireeceivedeit.< decided that I would not. and I 
could not make the rate which the industry said it needed 
to market its product. 

MR. EVANS: Q. Mr. Jefferson, would you give 


another example of the agreed charge on oil in Ontario, 


for) example? Do you remember that? 
A. The agreed charge on oil? 
Q. Yess 
A. You mean recently or when we first put it in? 


Q. When we first put it in. 

A. When we first put in the agreed charge on 
petroleum products in Ontario we got a report from our 
accounting people to determine if they considered we 


coul@ make money at the rates which we had to make to 
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meet the competition, but we also made a Study to examine 
the figures which the oil companies gave us of what their 
costs were for transporting the oil in their own trucks. 
In other words, we measured it in two ways. First we 
examined the information they gave us as to their costs, 
and secondly, if we made rates that would be reasonably 
fair in relation to their costs could we make money. 

THE CHAIRMAN: Q. That is, could you compete 
without losing money? 

A. Yes. 

COMMISSIONER INNIS: Q. Would your research 
department consider giving a very low rate in order to get 
an industry started in the hope it could raise its rates 
once the traffic began to pick up from that industry? 

A, Oh, no, the research department would give us a 
mnepontsonviithevactual facts. They would not take into 
consideration whether -- 

Q. Would you take that into consideration? 

A I would after I received their report. 

Q. Atterytheir report? 

A. Yes, Weir. 

Q Do you do that very often? 

A. Yes, sir, but I would hesitate to make a rate 
that did not yield us some return unless I was assured, 
and very reasonably assured, that the industry within 
twelve months would be able to pay a higher rate that 


would yield us a fair return. 


Q. You would cut it down to as short a time as that? 
Re Oh, I think you would have to. 
Q. Suppose you had an industry which would grcw over 


three years and it might be reasonable from the standpoint 


of tne long run position of the road? 


‘fs No, sir, we do not make rates that way. 
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THE CHAIRMAN: Q. Do I understand you to say 
that you might in some cases, having regard to a new 
industry, give it a rate which was not compensatory for 
a period of time in the expectation that it would grow 
and cease to be an infant industry, and then it would pay 
a higher rate? 

fo. tabavesnever.doneuit, mo, «ding 

Q. You have never done it? 

By No; «Sin. The great difficulty -- 

Q. Can we say this, that every rate that you set 
must be compensatory from the outset? 

A. PONrar vasa. .can determine wity yes; sir. 

Q. As far as you can make it compensatory? 

A. Yes, sir. 

COMMISSIONER INNIS: a. You would not consider 
compensatoriness extending over a period of a year? 

A. NO tir. I will answer you this way, that if 
a rate might not be as compensatory as I would like it, 
we will say, but still something that, to the best of my 
ability to determine, was above out-of-pocket costs, and 
as long as we were going to make something, I might be 
satisfied with that rate for a year or two and get 
something higher later on, but the difficulty in doing 
business that way is that once the railway puts in a rate 
to help an industry in that way, and to expire in a year 
or two years, then the industry is always after you tO 
extend it, and you never can get it up. Phat iis. the 
trouble. 

Q. Yes, I can understand that, but it seems to me 
this is a very important question. 


A. Yes,, sir. 
Q. And it points rather to the interest of the 


railway in immediate revenue rather than terms of long run 
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traffic development? 

AY Low, or, Dub E mean ‘to say that Dido not tiaak 
the railways can make rates that way, and not feel satis- 
fied they are going to make some return when they make the 
Pate. 

COMMISSIONER ANGUS: Q. Are you a little afraid 
that the Board might not let you reap where you have sown? 

A. They might not. Then again if we make a rate 
and it expires the industry might take us to the Board -- 

Q. I do not mean a particular industry. I mean 
if your general level of return was rigidly coritroited’. 

If you gave developmental rates in view of later traffic 
you might never be able to raise that traffic’ to the 
general level’. 

A. They might say you threw away too much money here 
and we are not going to give it to you somewhere else. 
They might think you were a little too generous in some 
quarters. 

MR. BRAZIER: Q. You have mentioned one or two 
studies you have had your research department make? 

A. Yes, sir 

Q. Is that a frequent occurrence? How often would 
that be done? 

THE CHAIRMAN: Is that what? 
MR. BRAZIER: Q. A frequent occurrence? 

AY Well, it all depends what you mean by "frequent." 
If you mean by percentage so abuben of rates we make it 
is very infrequent. 

Q. How many studies would be done in a period of 
a year? Would there be hundreds of studies or one or two? 

x. There would not be any hundreds but there might 
be a dozen or two dozen, something like that, but my golly 


if you made a hundred studies you would have to have a 
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staff that would be so -- 

Q. Costly that freight rates would have to go up, 
I suppose? 

A. Go up to meet the expense. 

Q. About a dozen would be made in a year? 

ee Offhand I will sey we have asked for a dozen 
within the last year. 

Q. And they would relate to particular traffic 
of which you expected a considerable amount? 

A. Less eeir. Now, we had one the other day -- 
within the last two months, I should say -- respecting an 
agreed charge. I will give you the example of salt from 
Windsor to Beauharnois, Quebec, I think it was. We 
wanted to know before we could get that agreed charge 
approved if we were going to get a reasonable return out 
of that rate to justify the making of the agreed charge 
to meet the competition with which we had to contend. 
We'got a report from them. 

Q. Do these studies relate principally to agreed 
charges? 

A. Ci sno. not necessarily. 

Q. Have you had many made in regard to ordinary or 
let us say truck competitive rates? 

A. Well, no; I mean to say when you take truck 
competitive rates that is like an agreed charge, but I 
have one under way now that the research department are 
doing for me with respect to the movement of certain 
traffic, and I do not want to tell you what the traffic 
is or where. it is from.or to. The question is whether 
that traffic is going to continue to move where it is 
moving to-day or will it be developed somewhere else 


where there will be a shorter haul and less revenue. The 


point is are we prepared or are we not prepared to reduce 


w 


heey yO oven noe wis = 
: 


. Ap | 
» SahvaKS ona: = “7 a6 


sigs 


oe 
TISSY. | fi ober of t nee a8 oby ‘ te ay 


a ereh eel Pusan -evid at » Et ie 2 vant Pea nh 


~,"kee v Jane. iy hts 
oftitsd cetoelieva of ote fea elaowagede hak DP . ie | 


rion, sfdetebiento, 2 Satusine, voy Asli 30. 


: ra? ; t ; 
: ou St Sot alee jaeto Bet ov - 4¢é ie se € , #o¥ fe "an 


he Yeordtoosst -~ vse Beyede-t , eines ont deed ods aeeeey - 

‘ ih! 

eax? Tf 2: 24 4 yp eee i+ Lets Shs FR Liftw i ‘| senteads bepigs = 
~¥ 

“e # \.eow tf tated TL eeodege  erenenteaed op faRenie 


7“ F oe . P , Pees Ley ie 
yr bhosyar Joss 28 biges ow stoted wen oF Bedaae . - 
i - ‘ Sa of 1 
n : : _ ne re 
. AB eS Nita er ee orig CAetrmegeey & 2S % att 7) stem. oa f bavounis : a & 


ot 


univer odt ybiveut of \atet tad? Bo \ af 


7 j ¢ t | a 
‘  SaOo. oF Bad ay moti ao Pe sliiticasen oath dganl oy 


moans et toget step ee 


“¢ 


os 
z 
. 
> 
- 
ey 


“Vomit ade lier notiee sGystt er 20 ny iy 
‘Fesgredo. \y : 

as, yliacetadad tom cam ui ake ci. « | 

30 euesrioye .¢3 Baracs at. when Saem Det poy etalk -§ <0: aa 
fico svltivodias sour yee-ou tol 

Bebe Qa) boy aediv eet ee qQaum F seep ifaw a ne 
t Sis 7 ' rr 

| P fed) Se itats. basage ak Aid of coh eyiae wie tdeqio iy 

> were pe west ecegiebs SSTESESL Bhd teed wos wow “iui fio! eves 

these) Mey grasiovom ots o7 Jéevase eee 0% Yo 

"Soviet sit tart voy Lied \ad-taaw ton 

ortw: Bt | 


#¢ 


‘ol Senki PRS pee ceed 


oaks sterfwedus wadeeavob ool tbe) 
ion : 

renives teed “bate aes beens 

ee oe katoqueg. ‘toh eee Oe be 


NP 


- 16230 - Mr. Jefferson, cr-ex 


the rate for the longer distance the traffic is moving 


to-day and keep it moving in the longer distance. 


Q. You consider studies like that confidential? 
A. ee eee 
Q. I was wondering if you have any studies that 


have been made in the last year or even earlier than that 
which you would not consider confidential and which you 
would be willing to produce to the Commission? 

A. Oh, L don't know. We might be willing to 
produce it to the Commission, but I don't know that we 
would want to produce it for all the counsel in this room. 

Q. You have not any that have lost their character- 
ISoGucs JOT yeontiidence by. now? 

MR. EVANS: We have the Crows Nest Pass study. 
MR. BRAZIER: @. I am interested in knowing how 
these studies are made when they are made, Mr. Jefferson. 

Ae. I am not going to suggest that we make the studies 
pubic. 

Q. I should like to refer you now to the evidence 
you gave at page 13916 where you gave your tests. That is 
in volume 67. 

A. What page? 

Q. 13916, where you set out your tests. 

A. Ves, Sit. 

Q. You enumerate there the factors which you take 
into consideration yourself, first, revenue per ton mite; 
second, reyenus per car mile: thirdly, length of haul; 
fourthly, average loading per car; fifthly, revenue per 
Gar: sixthiy,. the direction of the flow of traffic; 
seventh, the density of the traffic on the line over which 
the traffic has to move. Are you satisfied those are 
all the tests which you apply? 


A. Ven, vos; Sir. 


ieee rch «Fy ig : wi Aes 


iene , 
| Shetegeetiyine sane SIS ee Bile ise he 


7 

| 7 i 

Piri. Beaty ‘% Vir =5% P .% odie Ry 
a eee ie = a LORE 


i. if 
ae. > pe 4 ol Pik we " » a aa 4 J 
eens Cth wetter wee ae Cl Ay Ags! ‘a ad 


- £- - i. z . * Foxe x ae t Y 
7 Anse, shoes hype heghy per PW iSe® ee Ba aed aera 


Vier a4 eee ; 7 


= 


ei ni 


| RGR Le OL sagle 4 Pon me a i od : {tara 7 _ 
Ale -Gauhieltn eed titers ey ee Fe ak eo A 
5 7 To . 


AY Tae asa BP qieh Tt gare potted) oeld eye ‘wouborq " 


ACCS iT SS eek SA Ea io ie aOR 28 ay ivow 


et), * Patt a 7 * j - 7 ¢ ~ 7] » ee 
PIMA OLA ELD AIRC fate eagts TY Ge eT SMB) Aaa oe é 


| >) Spec We oppeBenipa Neamaawet 7 7 
A =; 


‘ 
' ba > > 
W220 1 on ee mes 5 x ea oe bales e fat Eatin ra : or) 
«“ the tF “a a 3 4 ‘ “f ae 18 . “4 ae “Teas A be ’ ee y Spaeth tn oys se wad she ' 
ve . : : in i oi . 


—™ heh tlg: ‘ 7 


. 


‘ ‘ - 
DAG. eS SE parr they. Ze [Off secede Gees 
a SE EE RR, OE Sy SE TE RRR SES “27 ee e Mor 
a ; « a ans ay uJ 


oO seine gh oP © 


: ' 
7 Dn + 

‘tke ae Pies ADK “Fe. ter tae cial ft ¢ i : 

atl PRS: eS et LS yt ae co a a —t "2 


“5 = ” p - 


Ea ish rz eet A 4 5 “ 
Lee ere 3 mS Feige ave Was WW Ard a ek! Thies ted, » wae Dae 


» 


res Eat yea? 2M, A SR ONS OLN Sie Eats amy BsON pant eo 


¥ a : 
© .4 £153 “ae ie he 3, — b Phew | e es. ‘ . he 7 
a + ih : ar ee a Eat od a fa aa Sie Bh 2 Ld be itt Eve? | 4 bape «wkt 


RE ANE 


D Apes, Eeged oO HED ih a <A pare 


De eo atts le a RRA i eh Abb A 
eu Ons oe ELSES A wR faEe ee ad sid ae ted oy 
ne git ane Sade 


“ogee. 


- 16231 - Mr. Jefferson, cr-ex 


Qs In the first place, Mr. Jefferson, I should like 
to suggest to you that none of the factors mentioned there 
are cost factors in themselves? 

THE CHAIRMAN: None of them are what? 
MR. BRAZIER: Q. None of them are cost factors? 
fie Lo, CIR TG. 


They relate to revenue? 


= © 


ime, SLr, Yields, yes, sir. 

Q. I think you have already agreed that costs and 
revenue are different things? 

A. That is ‘right, but you’ have to get a yield to 
meet your costs. 

Q. Mr. Frawley did question you in regard to one 
of the factors, namely, the direction of the flow of 
traffic? 

BY, Voss Sars 

Q. I should like to discuss that with you, Mr. 
Jefferson, and have you tell me again ~-- you may have 
already explained it -- how that factor is taken into 
consideration. 

THE CHAIRMAN: What factor? 

MR. BRAZIER: The direction of the flow of 
brat ac, 

THE WITNESS: Well, the direction 

of the flow of traffic and the density of traffic are 
pretty common factors. 

MR. BRAZIER: @. Deal with them both together 
af you Like. 

A. I will have to illustrate by taking examples 
perhaps in your own territory, not that you are not 
familiar with all of Canada, but I would like to keep it 
at home with you. 


Q. All right. 
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Ae Pie yourrequire a rate from some point in 
British Columbia to some point on the prairies or eastern 
Canada and you want a low rate we want to know whether 
we are going to haul all the cars back empty or not or 
whether we are going to get a load both ways. Also 
in the flow of traffic are you going to have deadhead 
power, in one direction because of the bigger volume of 
traffic eastbound or westbound, northbound or southbound, 
wherever you are making your rate. 

e. Let us consider the case where the traffic is 
established) in one direction and you, are: met. with the 


problem of returning your cars empty. 


ie Yes ,wair 

Q. You are in a position where you have no com- 
petition. 

A. Yes, sir. 


Q. Mooetretiic develops at point 3B; you will be 
anxious to’get something in your cars -- 

AE Torcompack tov ky wees sir. 

Q. That being the situation would you give a lower 
rate than normally from B to A? 

A. I would be inclined to if it would develop 
traffic for the railroad and there were good commercial 


or competitive reasons for doing so. 


(Page 16233 follows) 
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Q. Well, I want you to eliminate competition now -- 
if you have got no competition? 

A. Well, it all depends what kind of competition 
you are referring to, whether carrier competition or market 
competition. It could be market competition and not 
carrier competition. 

Q. Well, let us eliminate all forms of competition? 

he Well, if you eliminate all forms of competition -- 

Q. You would take your full rate? 

A. There would not be any commercial or competitive 
necessity for it. 

Q. You would take your full rate? 

A. LSS 2nSer. 

Q. And the direction and flow of traffic would not 
affect you? 

ie There: has=got to. be a reason for doing things, 

Q. Now, I want to refer you, Mr. Jefferson, to page 
98 of Part II, still dealing with this question of out-of- 
pocket costs. You, wWwili,notice.in, the second last 
paragraph you are speaking here of the fixing of minimum 
rates. The second sentence in that paragraph reads -- 

I will read the whole paragraph: 
"Any attempt to fix minimum rates would 
presumably have to take into account and perhaps 

even be based on out-of-pocket costs." 

THE CHAIRMAN: Where is that? 
MR. BRAZIER: On page 98, my lord, the second 
last paragraph: 

"Such out-of-pocket costs would be difficult to 

determine, would vary as between regions and 

as between different types of traffic. More- 

over out-of-pocket costs vary from year to year 


not only because of changes in unit costs of 
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operation but also because of variations in 

traffic volume and in the flow of traffic." 
Now, in that paragraph are you Speaking again of costs 
as costs or as something else? 

is Well, we are speaking of costs as costs but in 
the practice of applying it, I would convert it to yields. 
As I say, I cannot determine the costs. 

THE CHAIRMAN: Pardon me. This expression 
"to fix minimum rates" leaving out the rest of the para- 
graph, does this mean minimum rates for the whole country? 
It is not any particular region or regions? 

MR. BRAZIER: No, it has been suggested that 
a floor be placed under rates under which it would not be 
practicable for the railways to go. 

Q. And the floor would be placed by the Board? 

MR. BRAZIER: Yes. 

THE CHAIRMAN: In addition to fixing the ceiling 
they would fix the floor? 

MR. BRAZIER: That is right. 

THE WITNESS: I do not know how you would deter- 
mine the. PldGor. It would vary for all traffic and move- 
ments and everything else. 

MR. BRAZIER:Q.Are you talking about costs as 
costs in that paragraph or not? 

A. I assume so. I don't know, but I say this that: 
again we would not make rates that wefelt would not 
produce out-of-pocket costs. 

Q. Which you do not know? 

A. Which I do not know except by applying the tests 
which I have described. 


QQ. Certain revenue tests? 


Q. Now, Mr. Jefferson, I would like to turn to the 
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tables in the Appendix of your Brief, pages 56 to 617 

A. 2e6 4 81h. 

THE CHAIRMAN: Well, we will come back in a few 
minutes. 
---Recess. 

MR. BRA@IER: I was just going to refer you, 
Mr. Jefferson, to the tables on pages 56 to 61. Page 56 
is entitled "Statement of motor truck and/or water com- 
petitive rates and earnings for representative movements, " 
and in here you give the earnings per car mile, per car 
per mile and per ton per mile. Is that correct? 

Ds Yes ,(sir. 

Q. And those are three of the yardsticks which you 
use in determining the compensatory nature of rates, is 
that correct? 

A. Yes, sir, together with the average loading per 
Car 

Q. I am just saying they are three? 

Ay Yes, Sir, 

or Now, I suggest to you that the revenue per car 
on the domestic competitive rates in eastern Canada 
vary from a high of $550.80? 

A. On all these pages? 

THE CHAIRMAN: Where is that, Mr. Brazier? 

MR. BRAZIER: Page 58. The table goes for 
four pages. 

THE CHAIRMAN: Now what were the figures? 

MR. BRAZIER: For item No. 2440 which is the 
eighth one down from the top under "Earnings per car" -- 
THE CHAIRMAN: Ale, beer and porter? 

MR. BRAZIER: It is sugar from Saint John. 
THE WITNESS: Seven down, Mr. Brazier. 
MR. BRAZIER: Sugar from Saint John to Hamilton, 
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Ontario, is the high in all those columns, I think, 
$550.80. 

THE CHAIRMAN: Per car? 

MR. BRAZIER: Per car, yes, sir, to a low on the 
previous page, item 246 which is seventh from the bottom, 
of $50.30. 

THE CHAIRMAN: It is sand from Paris to Toronto? 

MR. BRAZIER: Yes, sand, Paris to Toronto. 

Now, that is a very low cost for a loading as heavy as 
in the previous one, isn't it? 

THE WITNESS: Yes, sir. 

MR. BRAZIER: Q. Now, going to the "per car 
per mile" which is the next column over. It varies from 
222.5, which is item 1160 on page 58, which is the second 
one from the bottom -- 

THE CHAIRMAN: Item 1160? 

MR. BRAZIER: 1160, second from the bottom, 
steel bars, Hamilton, Ontario, to Chatham, Ontario,222.5 
cents to a low on page 56, the first one, automobiles 
Windsor, Ontario, to Montreal, 22.2 cents. Do you see 
that last one, Mr. Jefferson? 

THE WITNESS: Yes, sir. 

MR. BRAZIER: Q. Then, going to the third 
column, the"per ton per mile" goes from a high of 9.09 
cents on page 57, which is item 2210. It-is the one 
just above sand, the eighth item up of 9.09 cents on 
refrigerators from Peterborough to Toronto to a low on 
page 56, the second item, .71 cents per ton per mile 
on billets, blooms, etc., Hamilton, Ontario, to Montreal. 

THE CHAIRMAN: "Billets and blooms" -- are they 


steel? 


MR. BRAZIER: Q. I presume that is steel 


products, Mr. Jefferson? 


° 
ot 
LB 


yes a WD a ops 
(woke Uagionert verter es 3b orlotetehy ee owt wie aupavesa 

LOE 0Rb ie. 
| | | ’ 
Sishorol atlabisk most base -ehitk: 2: BAAS Se: 


fa 


The. 


[i staat lod! ahited |, berpeiag BTS CPU: ee a 


; — 
} - we : aa an ee ute went? o 8? <7 ees: oy * 
pe utpepdtan: ambiicel ig: ram taoo Wel Wat 8) Six AR WOH: 
Ct? 7 Ab be .€ 96 aale hve ate Ath, #* ; 1m 
’ i ‘. 
SALE Es. ATU, 7 
t4 m1 a eae ee awl SPE: 
we eSIRT SR? Ae = “si-- j 
: i iPtodtuaiee:: won .G. Teabags. 2 
2 : \ 
A iparerey TE. Ly OC np rrennoddretilatday,, shietteq,, 
Lad f 
, 
= - hin 
2D eS Peel Med Gi cape ton Ogee Wy Un Gad HR. gle pd 
> yes a% a : re ie : xaAy}s + tr 9 
. 2 Ake °. jis 
Ott. ee PLAY ANC aE ary 
| : P (os 
s » - “ oe 5 »< 5 4 ay aly 
RP hale: SLT) cers Date feb a: STR: VR D 
‘ 
th mong? es a : Be st ae 7 re. an eee ee : + 
Res ober. -., casit sad 3) OO: yp PRG ASE: oe Sete ah Dg Mae 
» a y , a 
fi pee ete 4 *“ “ ~ x : * — 
1 ORIGHTEEn 4 OD EE SUT: ee? SR Gees ee, fs O¢ ans Mal, 
eee 3) Wiel hele «ane. a ae Se adr ae + wk ine eS J a.» . v4. . 4 ho A % 
; SR OA GTG.. ,asiteo. 2 S38) | Leorwingvrod, .OsStee. . SORaee. 
” 
: yep They. ole, ote ded Pape: 
} 
; - & i? Sats ; es ae 
. tid: ea Ket Ree Se 
: ‘ 
=< iy a+. Peek tn 
| ChE art? OFF puro, cnt 1 SUES. ; 


(Cie “TD. (gt ec med Seite: “eid meq: not tee erie . ALi. 
1 eee Pas Swe *) tee: othe, | eyo Be ; ie Sb id moe. ee ; 
oe: 2 Ae. BE. Waele: Mem ee dpi. Vhs: Re, TE. 50 12.2 i 


i ofeeo: GO.8 To qe medik aiapts et ieee eeodal Geek -, 


, a a ae | 
7 
> 
- 


ae ere? ot deerod 28 neg eahengiriss Hy 

$ESex ak ped wg) ates. 1F.,: Ath Ree oe’. 3 38. Re 9, ae 

betta oF oles wed bie. cote , Hele eee RGR ee 

tots ote -- "arts Pate SPE” ae AMO BOF vil a 
- 


sda ef dear re: i of peer 
1 7 aa 
ee 


yee 


- 16237 - Mr. Jefferson, cr-ex 


A. Yes, (sir. 

Q. Now, I suggest to you, Mr. Jefferson, that 
without going through the Eastern Canada export rates 
which are on page 60 and the import rates which are on 
the same page, page 60, and the Western Canada rates, 
domestic rates -- we might just look at the Western 
Canada domestic rates. You have there a high of $326.47 
per car on canned goods, Kelowna to Vancouver, to a low 
of $19.80, which is the next item, meats cured, Sapperton, 
B.C., to Vancouver. In the next column there is a high 
of 132.2 which is on petroleum, oil residuum, Brandon 
to Winnipeg. 

THE CHAIRMAN: That is per car mile? 
MR. BRAZIER;: Thateissperscar mile, yes, sir. 

Q. That is the high one in that column and the 
Low is)30.9, the one just above. Is that meant for 
mine props? 

A. Mine props’, yes, sir. 

Q. It is not quite clear on my copy -- Rocky 
Mountain House to Rosedale. In the next column the high 
is 6.06, the second last item. 

ee There is a higher one above that, if you want it. 

Q. Yes, cured meats again. 

THE CHAIRMAN: What page again? 
MR. BRAZIER: Same page, page 61. The same item 
again, the cured meats. 


THE CHAIRMAN: Which column? 


MR. BRAZIER: The third column, my lord, "per 


ton per mile" -- 6.25 to a low of 1.16 which again is 
the mine props. 

Q. Now, I suggest to you, Mr. Jefferson, that there 
is a variation there up to as much as ten to one in those 


comparative figures? 


(Page 16241 follows) 


ae sie > 


dent ,woarstiet oth Woy. o 2 
ste 85 sae oft ‘deworde a 


fon I<onxe 


7 
a ie 
in 
2 - 


ve 7 
a 


_ . 
, .c | 
pee 


anaog + Y 


4 


a) fae 08 =e ab hei doit 


LL vse 


ie ete ae wana arent oe aad 
$cinau oe ee gator shade 


jaaie i ete segoh sree 


ange all ‘ abo Down S 0 4 seg 499. 


or 


ngeiee 08,023 4) 


¢ GRYOID eV Fe Pe > ga 2, a, 


q. 0. 22 Moki $.5€f to 


Rog ianty oF 


tat Pat 


Y oH? .8.GF el wok 


‘HRT AD SRP 
Se xm / NOMOLES 9 


thear to tAw add 


=< 


Panes sntia 


+ “f ra 
ares os A 
a? a 7 a ¥ 


f:ag0h ete deo 


gee 4h |,.90,0 a2 


1 Spa asd th PRS 


om vai - 


RND -16241- Mr. Jefferson, cr-ex, 


A. That may be, but I do not know what good the 
variation is unless you take each one by itself, 

Q. What I am going to Suggest to you is that you 
cannot possibly arrive at any idea of what your costs 
ere by taking an average of figures that vary in earnings 
as much as those do; would you agree with that? 

A. We test them individually. When we sre making 
competitive rates, as these pages 56 to 61 show, we do 
not take them collectively. Every time we are meking a 
rate on one of these commodities we analyze it by itself. 

Q. But you always bring it back to the system 
average, don't you? 

A. Yes -- test it with the system average, 

Q. Test it by the system average? 

A. ees sar. 

Q. Well, I am suggesting that the test which you 
apply, because of the very wide variation in earnings, 
is no test at all of your costs? 

A. No, but I do not know what you would accomplish 
by a test of costs where your yield is away above your 
averages. These pages you are talking of is not the 
traffic of the Canadian Pacific Railway; it is the exhibit 
Showing the earnings per car, per car per mile and per ton 
per mile for the competitive rates which the railways have 
found it necessary to make to meet competition. 

Q. Wheat I am trying to do, Mr. Jefferson, is to 
test to see whether you can show me how you can determine 
that any individual rate, tested on the system average, 
is compensatory or not, when you have such se wide variation 
in some of the tests which you apply? 

A. Well, if they are all above the system average 
there’ is no doubt about it. 

Q@. Yes, but don't those figures suggest to you that 
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a great many are below? 

A. Very few; and if they ere, they are not eppre- 
clably below, and, as I have said many times, it takes 
some below and some above to determine an average. 

Q. I suggest to you thet the second item there, 
billets and blooms, shows earnings per car $155, per car 
per mile 40.5¢, per ton per mile Tie 2 

A Unessupiry 

Q. That is very substantially below your system 
average? 

A. Not per car per mile, no; 1t is above. 

Q. What is your per car per mile? 

A. In Eastern Canada my recollection is it was s 
yes, 36.3¢ for all traffic in 1948. 

Q. And your per ton per mile? 

A, The eastern lines per ton-mile? 

Q. Yes. 

1. It is more than that; I think it was Lee es 

Q. Anyway, on a per ton per mile basis that is 
substantially below? 

A. Per ton per mile, yes, sir. 

Q@. Now, having determined that under one of your 
tests that is substantially below, would you have a study 
made to see whether or not thet is 3s compensatory rate? 

A. No, sir, because my yield per car per mile is 
above the system average, and I had to make 3 competitive 
rate to meet the water competition. 

Q. Do I presume, then, that if the particuler rate 
worked out on an average on any one of these bases is 
above the system average, you are satisfied that it is a 
compensatory rate? 

A, If there is a necessity for the rate, yes, but we 


do not do it just because it is above. There has got to 
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be a necessity for it, 

qs “Wouke that apply tothe =~ 

A. That would apply to all competitive rates, 

Q. All the rates in those tables? 

A ee 4) els 

Q. Now, Mr. Jefferson, would you turn to page 151 
in Part I, at the bottom of that page, under the heading 
of "Further Submissions", 

ee Leey 

Q. Yes; "Further Submissions" -- you see that? 

AY) Yes ,. sir, 

Q. Iv reads: 

"The Railway Act requires that freight rates be 
just and reasonable and this means not only that they 
be just and reasonable to Shippers as a whole, but 
also to all groups of shippers as well as to the 
railways." 

Ae Yess. Sir: 

Q. Now, we have heard that the railways consider the 
rates as being just and reasonable to the railways, 
provided it returns you your over-all requirements? 

Ae eee eri 

Q@. Is that correct? 

AS Yes s"sans 

Q. And you are satisfied, I presume from that state- 
ment, that in judging rates from a shipper's point of view, 
as to whether a rate to the shipper is a just and reasonable 
one, you do not--- 

THE CHAIRMAN: Pardon me a moment. I have a note 

I made the other day, and I omitted to put the date down. 
The note was to the effect that Mr. Evans was to give us 
some instances. 


MR EVANS: I am still trying to find time to get 
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the cases read, T have them on my table at the hotel, 
and some of them have beenireadss Butet oan tell you that 
you are not going to get very much more out Ofu Liathanh tT 
Gave you orally, because, as I Say, there is no precise 
test. The Board issued 4 Judgment this week on 8 matter 
in which they said in Just so many words that there is no 
precise test as to what a Just and reasonable rate Le. 

THE CHAIRMAN: Perhaps, Mr, Covert, you might 

get a copy of that. This week, you Say? 

MR EVANS: I will get it just as soon as I can, 

sir, 

MR BRAZIER: Q. In your evidence, Mr, Jefferson, 

on the same point, in volume 67, at page 13908, reading at 
the bottom: 

"In order for rates to be just and reasonable to 
the railways the revenue derived from the mass of rates 
for the movement of all the traffic must be Sufficient 
to pay Operating expenses and taxes and to provide a 
reasonable return on the capital invested in the railway 
enterprise," 

So there is no doubt that as far as judging the reasonableness 
of rates from the railway's point of view, we have a standard 
which we can apply; is that correct? 

Peat A Standard, yes, 

Q. From the railway's point of view? 

Ao Yes, 

Q Now, I want to ask you whether you think or know if 
there is any similar standard that 3 shipper can apply in 
determining--- 

THE CHAIRMAN: Pardon me a moment, My attention was 

directed elsewhere, I would like to hear again what that 


Standard was. 


MR BRAZIER: The standard being as set forth, oI 
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Suggest, on page 13908, my lora: 

"In order for rates to be just and reasonable to 
the railways the revenue derived from the mass of rates 
for the movement of 31] the traffic must be sufficient 
to pay operating expenses sand taxes and to provide es 
reasonable return on the Capital invested in the railway 
enterprise," 

THE CHAIRMAN: What date was that? February 20th? 

MR BRAZIER: Thset is on December 15th, when Mr, 
Jefferson was first Siving evidence; it is in volume GF, 

Q. So I suggest, Mr. Jefferson, we have a standard 
from the railway's point of view? 

A. We have a standard in the Sense that we have ell 
of our published teriffs., It is the responsibility of the 
railways to make freight rates. If the public do not think 
they are fair and reasonable they can make an application 
to the railways for a change in the rates, or to the Board 
of Transport Commissioners, 

Q. Now, what evidence would you require--- 

THE CHAIRMAN: Pardon me a moment. This might be 
of some interest. Does the one Standard conform to the 
Other or not? That is to Say, might a certain rate be found 
to meet with this standard respecting the railways but not 
be just and reasonsble in regard to the shipper? 

A. The shipper might not think it was just--- 

Q. IT am not talking about what the shipper ‘thinks ««Do 
you think that would be the test that the Board would apply 
in a given case, that the Board would say, " Well, now, 
here is what the railways need according to their standard, 
therefore it is just and reasonable that yous pay at Is 
that right ? Is that what would happen? 

A. Jf don't know that I follow you, sir. 


Q. The shipper might come and say, "I claim this rate 
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is unjust and unreasonable to me as 4 Shipper." 

fe OV OSes sb. 

Q. Now, would the application of this standard be a 
complete answer to him? 

Pane Jo: the railway standard? 

Q..- Yes, of the railway -- an application of the 
railway standard. If the Board were to find that your 
Standard is conformed to in this rate, then must the 
Shipper accept the rate? 

A. Wel byeleowil 1) put it this way, Sin thet thine 
the railways have to assume that the present freight rates 
are fair and reasonable. Nowe it --- 

Q. That they conform to this Standard? 

A. Conform to this Standard. Now, if the Shipper 
thinks they are not fair and reasonable he can apply to the 
railways or to the Board for a change in the rates, Now, 

I. do not say that the Board--- 

Q. Is this standard the one thot iS (appseledian Thats 435 
is the rate looked at from the point of view of the railway? 

Aime ueY GS Gir, 

Q. The railway's needs only -- is that right? 

A. The railways? 

Q. Yes; I mean, would the Boara Say to a shipper, 
"Now, you may find this rate high" ? 

AG iniesioncir. 

Q@. "And it is high for you to pay, but it must not 
be lessened, because we must apply this railway standard, 
which entitled the railway to certain things. Is that the 
Way? 

A. They might make that decision after considering 
ell the facts, yes, sin, 

Q. Well, is that the rule they usually follow in 


making their decision? 


2p) * qeggida @ a4 eit ot " 
3d Ouehseds etd? Te roldnetiode pelt 6h 
beet: oo ae 


a s F oer? 


tT Panky — xeetton aad om re 


as 


att Oy wottootiags hie «+ Yewsls aide or, ) ae oat ‘ 


~ 


Dua vc os 2 4 Be 3: ~ ty “F ecw ss rege) z [ . broebas ve yeulier 4 
| ~~ osy © a) oo ey we = : 7 : * : : : 


+ bervotros |t posbrete : easy 


j 26 ‘ ¢ FF cor Fee x 6 \ ( et, — | 
shh Tessa ahs Ae ie a Caw : has ‘Pai 


tadger aft opages teqgiitia — . 


‘ 
| ¢ ) i 
; } cs 
aot « Hemet? fasBena ett tet omeed of aver ayerlies ate : 
ware a a wwe ec - et 4 pa 


: j P ' ~~ 
* oe Widli| dail evn Weal i} 
. yomntic; sie Be 4 go! ~PmeaMIesSa- + ing o 3 arts) Denn) ole 
Pt Ar. Sever tyre Petes te >, s a Ort a | 6 yea cutee ’ ‘ 
. ’ seater eit mit sa@eats.e vot Bae SekF ome eyewiies ees, 
‘ Wi oh 9," ee wee - st de - ; 


ir | web 1808 dae tedg yee) tom-ob A Sie hai | 

} Fi i - : 

ly | 
ca hb opt eo bees tite eee hy vA Or 

‘et eet. thelheps: af a wt; Sor acs DEARASIE ebais al Pa =! : 

4 rf : b - ; 7 

ea die st. ati: “Do westye To; Teasog. Gil) MOR he eae: | | ty 


an 
ee 
\t 
3) ipo 
Be -— © ae Q : 
re rn Pa 7 mo (h- Tr kt ta ~~ fi . mee > Siren ft. we F of 
: AM Fa 2 ven i ou = SURO: ear Via: & ‘i wits F.4 SE ‘ , ' fe 


-ewswites Off «A Nw. ae 
‘ure 
a = ES i] t bd a] 

tin g oF Yee. buacd iz: biVOW . ROMs rae 4 p ia 

‘2 + Se Se . 3 

. ‘ . . “” 

fais evan aay pert Tat voy” Ywo Sal 
che SOF! aire, a 


. “ee, re ¥ Py i a fae Fife. a» Pe: a ee ole i i - 
Jose: FALSE eb gad: eyes: « + ELOY TdT Sates: Br Fa aaeies 9 ivf | 4 f 


4 7 ay er, P ° 
oxsinete- yowiier etic: yiyes Jevm oe: S6u590" _Denesesf od. 7 ¥ 
ae rae oy 2 
ata’ Durhe BT Banind mistres at yawits ot: ae bedJjivas nota: r¥ ‘ONG 
° : y a , , id. 


i 
i 


rv  &yaw - i 


Ir cn 
att - reef PS. 


gle: eae . 
af = 


i) 
I 


re 


RND 


-16247- Mr. Jefferson, cr-ex, 


A, Yes, sir, unless the complainant puts up e case 
thet the Commission thinks ne ts justified tn having a 
reduction in the rate, that the railway rate is too high. 

Q. I know, but that does not answer the question. 
Would they give him 3s reduction even if they found thet 
that rate did nothing more than comply with your standard? 

A,| I would say no, 

Q. You would say no? 

Dnealos,, Sir. 

MR EVANS: I would Suggest that the witness and 
you, sir, are at cross purposes. 

THE CHAIRMAN: Are we? 

MR EVANS: The test Mr. Brazier read is the over- 
all test as to the reasonableness of the rave, level, «Lt 
does not follow at sll that you examine the earnings of the 
company and the net return it gets from the mass of rates 
when you are considering the reasonableness of one rate; 
but the tests for reasonableness are exactly the same for 
the shipper as they are for the railways; in other words, 
what is reasonable for the Shipper must be reasonable for 
the railways, and you must find what is reasonable to both, 
either individual rates or a sum total. 

THE CHAIRMAN: Well, yes, but what the shipper 
would put behind his definition of reasonableness to him 
ere not the same factors as you embrace in your standard. 

MR EVANS: Well, you won't find a shipper and a 
railway always in agreement.. 

THE CHAIRMAN: No, I know. 

MR EVANS: That is the function of the Board, and 
they would lay down the principle. They will not give a 
Shipper a rate that is unreasonable to railways, and they 
will not give the railways a rate that is unreasonable to 


the shipper. 
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COMMISSIONER ANGUS: Mr. Evans, are not the 
words used really in two Senses, that the standard of 
what is just and reasonable for the railway is an absolute 
Standard--- 

MR EVANS: Yes; that is, for individual rates, 

COMMISSIONER ANGUS: ---and the "just and reason- 
able" when it is applied to the shippers is 3 relative 
Standard -- "Are you paying your shere of that absolute 
emount fairly to other shippers?" 

MR Shope I do not know that I understand you 
COrrecuiy. Deine you call the absolute standard I 
assume you are referring to the standara rates or the 
maximum rates. That is the prima facie level of resson- 
ableness for individual rates, so that there can be, by 
tests that are applied all the time, findings by the Beard 
that, in the light of certain other things that have taken 
place, a particular rate for 3s particular individusl is 
unreasonably high, even though it is not up to the standard, 
That has been done. But the standards of reasonableness 
are also standards of comparison, and the Board might well 
hold in a given case that it would not be reasonable to 
charge one shipper the maximum and another shipper in the 
Same line of business something else. 

COMMISSIONER ANGUS: Well, that is what I meant, 
ft think, that the "just and reasonable" as applied to the 
aggregate is, do those rates in the aggregate give sufficient 
net revenue to the railway? -- perhaps one should have the 
words, taking one year with another. 


MR EWANS: Yes. 
COMMISSIONER ANGUS: Then when it comes to saying 


whether a particular rate is reasonable, it is relative to 
that accepted aggregate level, and saying, are shippers in 


comparison with one another paying just sand reasonable 
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rates? The second test would then be a relative test. 

MR. EVANS: Yes. Prima facie the standard rates 
are just and reasonable. 

THE CHAIRMAN: What I had in mind was how far the 
Board would allow a shipper to bring down evidence about 
his costs of business and so on. Supposing he did that, 
and said, "Now, here are my costs, and out of my costs I 
cannot afford to pay the railway more than so much, other- 
wise I have to go out of business," would they say, "Well, 
all right, go out of business"? 

MR. EVANS: Oh, no. The value of service prin- 
ciple - - if I may put the upper level and the lower level 
visually (indicating with hands). In between those they 
fluctuate according to the ability of the traffic to bear 
it. Now, if the shipper could establish that his traffic 
could not bear the rate, and that may be done by comparisons, 
he might get a lowering of his rate. Classification cases 
involve primarily questions of reasonableness. In other 
words all commodities are put in a classification, and he 
says, "Now, that should not be in the fourth class, it 
should. be|in the fifth class." He makes his case to 
the Board on the basis of what his commodity is, how it 
loads, what it is worth, what his ability is to pay or 
bear the rate that would be borne if he paid according to 
the present classification; he makes his case on that basis. 
mere area lot ef considerations. Those classification 
cases are primarily reasonableness cases. 

THE CHAIRMAN: Yes. Then he might get satisfac- 
tion, provided, however, that he will never get a rate 
which would not be compensatory to the railway. 

MR. EVANS: No, sir. 

MR. BRAZIER: ' Q. I want to refer you to certain 
rates, Mr. Jefferson, and to get your explanation as to why 


es consider these rates just and reasonable as between 
hemselves to the shippers, and I will give you some rates, 
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and. I think probably these rates have been changed 


Slightly since the hearing in Vancouver, but you will 


recall Mr. Ewer, the Traffic Manager of the B. C. Tree 


Fruits, gave evidence? 


(Page 16252 follows) 
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A. I know that he gave evidence, but I do not know 
that I have ever read it. What volume is it ane 

Q. I do not think it hinges on the present actual 
rates. He gave some rates, and these are on canned fruits 
and vegetables, which we have heard quite a bit about. 

The rate from Chatham, Ontario to Ottawa, a 
distance of 426 miles, your winter rate is 454 cents -- 
that is, it was at that time, for a 30,000 pound car 
minimum. 

From Kamloops to Fernie, a distance of 4213 
miles, the rate is 77 cents for a carload of either 24 
or 40,000 pounds. 

If you were asked to justify the reasonableness 
of those two rates as between one and the other, how 
would you do it? 

A, I can remember the late "Gerry" McGeer asking 
me that same question in Vancouver, in 1927 or 1928. 

THE CHATRMAN: @. Who asked you? 

A. The late "Gerry" McGeer, with respect to an 
application for a reduction in canned goods rates from 
Ashcroft British Columbia to prairie destinations. 

MR. BRAZIER: Q. And there is a considerable 
traffic there? 

A. Yes, sir. But I do not think the rate on canned 
goods from Chatham to Ottawa has got anything to do with 
the rate on canned goods from Kelowna to Fernie. 

Q. You say there is no relationship between those 
two? 

No, err, 


A 
Q. But they are both covering the same goods? 
A wif Cae pe 
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And they are both travelling on your railway? 
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A, M665. 81). 

Ga And they are both travelling approximately the 
same distance? 

Ax Yes, sir, 

Q. But aside from that, you say there is no reason 
why there should be any relationship between those two 
rates? 

A, No, sir. The only way they would ever get into 
a relationship such as you suggest would be by equalization 
of rates. But then it would develop whether one of the 
rates was a@ competitive rate, or whether it was a normal 
rate, or what. 

Q. I have taken the winter rate. I take it that is 
your normal rate? 

Bye From? 

Q. Chatham to Ottawa. 

A. It may be. But I do not know whether it is a 
class rate, a commodity rate, or what. 

Q. I do not think I have the tariff reference. 

But you say you cannot make any test of the reasonableness 
of the 77 cent rate in British Columbia by comparing it 
with the 453 cent rate? 

A. Hoe sie. bao noc think so. 

Q. Now, I shall give you one other. It appears 
at Page 2817 of the transcript, the movement of peaches 
and apples from Kelowna to Banff. 

A. *es5. 511s 

Q. I believe there is a substantial movement there. 

A. There may be and no doubt would be in the summer 
season, when the hotels at Banff are open. 

Q. The distance is 305 miles, and the rate for 


peaches is 87 cents. That rate is slightly reduced now, 


= eat ors - _ 

SS] ‘ _ Le | x is 7% 4 ied fe 

a eae ai ay: ehaat phe lie! has ieee ie rs bw! 
“i ; ane (EP aE at sdiybpor pie ‘ia yee “ge seh fn e. 


i i 


. ? : aa we le sa Divs ts a a Lt bys) 5 Ay om + 4 i) a 4 - : 7 7 
| owifh pig’ Sah Prtifiw vend! pak wis: cet! vate cet ga 
~ ~ - 7 
1 ' ” i . : -) = re 
Ce ete Pa ah aie ad OU) IS er ae ho os Bs | Ee ees Ce ee 18) Pee) oer Sere Se - 
aA nina catia qa! set Rriny sb epenie) vey: eae aliaes suiting tien 
i. Roan. me pe Fie ek) Ms 23 eS t 2 r : : - a “b 
: NS TS ie iT eve? eruinw oo niga ade aera Ye 
; ' 
i 
‘ eT On at Se ey ei ee PN aae ety s ak Ae ass Fe - eee 7X 
Coit eed? oo” sto fh. op teeta’ ofl | eeisy! oak RR. Eater its i 2BW goxz an: 


y rt fiactae 40° oS | 7? 


. 0° det! yes! eairas! Te lappa Rope gett errembeet peanut GE te rs 7 
r “Sh; Sen 
j 1 
CH SAT: 4° Cart “gO%, y f 
: } ; _ 
: ; Sneeesr Pe - °% 
; 502" a) 
7) poveietetore | een nae ! : Ps 
eS of aad 9 oo: Gners . 
ne ; 53? Cee 
Fr = 8 ‘ to weed cece ® at re i) ae nt. eum a ol a jl Z a : 
Ah & i hl ” (ig? et St =r ha ee %u a : jf its dest 2 aye: 4 al eT oh ae ; 
; iy 
eet) oat Bet gee sel =~ 
St se wetlat: ieee) a. stor ¥ Suet ri 
SEO Oe ook ke Pee are ae “fet POMP or rt Sy De = . . 
racvaveates DPirter «all ove TP paar gia “fs tr 6 7 me 
Nie Pane wamear & ig Ser ae HA vated: sua sson | a): nh SCY ‘3 m Mi is oe ‘ ie a ‘ 
Let eee i. Lc op So hi ate eta? | rope cag LOY (ae: Oy, tog ; : a 
AN eh a ons A Rnd Nees aaa eee at SF Rie PO Z eh am 78 
ie DeteapiS yl AieaGS chitred! ot otgn gees Yr edt ge | : 
ao ht baw Rae P 6 =< Ar Te 4¥ ; 
ser sie Eee erty, She : 
; - Ty 
S pe i pak 4 a i" ‘ é ? 8 eh, a 


Re Ppa 4 PRECAST ewes ee 
SEAM ES sr, ul ist Ge Dard Sere 


4 
a 
= 
¥. 
r 
ry 
" 
ig 
x 
x 


Loe Grd ieiaIOR Bad Spb oartny of 1G. OR eae ga oN 

- ) ei int itesh of xofvo tall poet eet bre as 

| | * ‘ : “tos Po 4 a Faas 

ae ibe ey THLIMRECRME fbi ontartt ovetees i a” eee oil 
4 heiml’e aft dé & | BH BW ddiiob 4 er a wae a ps % j 

: Chim 

pe S28 Tite Ja zie fet ‘pile usdw ‘caneaee x 


ib? stht odd) fone stetlat SDE ss wonaseih p T wali 
} rut 


: aon 


iach Sxodkan ghd fights et ne hice a chit re nm ane sont 
- im eae r 


ie 


4 
Wy 
i 


i] 7 


HH 


-16254. Mr. Jefferson cr-ex 


I think, with the removal of the Mountain Differential. 

A. Yes, sir. 

Q. And the rate from Hamilton, Ontario to Pembroke, 
exactly the same distance, 305 miles, is 35 cents. 

A, Oh, you can find all kinds of examples of specific 
commodity movements wherein the rates in the east are 
lower than the rates in the west, while in other cases, 
the rates in the west are lower than the rates in the 
east. 

However, there is no competition in selling 
peaches in Banff and Kelowna as compared with selling 
peaches in Pembroke or Hamilton. 

Q. Is that from the shipper's point of view, or 
is that one of the tests of reasonableness of the rate, 
Whether or not he is selling into & common market with 
somebody else? 

A, With respect to the unreasonableness of the 
rate, the movement from Kelowna to B@énff is in no way 
competitive with the movement from Hamilton to Pembroke. 

Q. Oh, jvam not suggesting that it is, but I am 
trying to see if you can tell me whether both of these 
rates are just and reasonable from the shipper's point 
of view. I thought we had agreed that they must be 
just and reasonable from the shipper's point of view too. 

Fre ete eet 1. 

Q. I am interested in knowing, and in taking those 
two rates which have such a wide variation -=- one of them 
igs more than twice the other, and moving the same distance, 
and carrying the same commodity, how you justify, from 
the shipper's point of view, that both of them are just 


and reasonable? 


A. It might be very desirable to have the rates the 
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same for all movements of the same commodity throughout 
the country. But if we attempt to have equalization of 
all rates, whether class rates, commodity rates, or 
what not, the chips will have to fall Where they may, and 
everyone pays the same rate. But I do not think it would 
be &@ good thing. 

We all know that the class rates in eastern 
Canada are lower than the rates in western Canada, and we 
know that the rates in eastern Canada are more susceptible 
to competition than a rate from Kelowna to Banff. 

I would like to ask what is the rate you gave 
me from Hamilton to Pembroke? 

Q. I am afraid I haven't got that information. 

A I thought you gave me a rate, 

Q. Oh, yes, a rate of 35 cents. 

A That is a truck competitive rate. That is not 
a normal rate. There is no truck competition from Kelowna 
to Banff. 

Q. What would the normal rate be? 

A. From Hamilton to Pembroke? 

Q. Yes. 

A. I could not tell you offhand. 

Q. And you could not enlighten me at all as to 
how the shipper can say that one rate is reasonable and 
that the other rate is unreasonable? 

A. I think that for the movement of fresh fruits, 
which you are speaking of now, if the rates, these rates, 
are fair to everyone, and there is no discrimination, 
Sotats rates, these rates -=- I do not think it matters 
if the rate is higher in the west than in the east or 
if the rate is higher in the east than in the west, 


because I do not think that would show unreasonableness 
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in the rates. 

O. But the shipper in the west is making a larger 
contribution to your over-all requirements? 

A. That may be in that one instance. 

Q. Yet you think that is just and reasonable as 
between those two? 

A. Lee% And I think you may find other instances 


where British Columbia may have lower rates than in the 


east. 

Q. You have substantial traffic out of the Okanagan 
Valley? 

AY Yes; sir, 


Q. And I think the evidence in 1946 was that it 
amounted to approximately 17,000 cars of freight movement 
out of there which would be handled by both railways. — 

A. I would not know the figure, but I do know that 
our railway handles a substantial movement of PRU Ts 
vegetables, and canned goods out of Okanagan to the 
prairies, the coast, and to eastern destinations. 

Q. And there is a substantial amount of in-freight 


too, for supplies for the industries there? 


ee <es,y Sir. 

Q. Is that traffic lucrative to the railways or not? 
A, i would say it is good traffic, yes. 

Q. Could you not go a little further than that? 

A. I would say it is traffic which, on the whole, 


makes @ reasonable return to the railroads. Yes. 

Q. And would you go so far as to say that it is 
probably some of the best traffic that you have? 

A. Tao noc know that I can go thet far. Buti 
do know that in handling fruits and vegetables you have 


&8 lot of care for that kind of traffic, because it is 
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perishable traffic. 

Q. The movement of shipments has improved very 
considerably over the last 25 years? 

pe Oh, yes. 

Q. And that movement is not as difficult; it is 
not as difficult to ship fresh fruits and vegetables today 
@2s3 it was at that time? 

ne Well, the equipment may be -- the refrigerator 
equipment may be better, but it costs us more money to 
provide it. 

Q. And also, in recent years, it has improved; these 
Shipments have improved, because of the cold storage 
facilities in Okanagan? 

A, Well, it is not even through the year. 

Q. But it is much more so than it was 20 years ago? 

A, Quite so; and you might say that it is spread 
over eight months of the year, but not over the twelve. 
Fruit and vegetables are classed as fifth class? 
No, there are varying classes. 


Well, what about apples? 


> © PF 6 


They are fifth class. 

Q. Apples are fifth class, and they were established 
in that classification many many years ago. 

A. Oh, yes. 

Q. Do you think there is any reason why the 


classification of apples under present conditions 
not 


should/be lower? 
A. No, Sah 
aie |) ony do unoe< 
Pia «HO ob? 


Q. In spite of the improvements in the method 


of handling? 


A. No, Sir. 
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Q. I now refer you to your evidence at Page 13913 
in Volume 67 of the transcript for December 15, 1949. 
In the early part of the season you move a lot 
of fruit and vegetables from Okanagan in cattle cars, 
2Suviouwnot? 
pies THet Learight. 
Q. Quite a substantial part of that early traffic 


is in.that type of car? 


A. When it requires ventilation instead of heat or 
refrigeration. 
Q. You only use it in the early part of the season? 


A. TheateLs rich s.. 
Q That makes a pretty cheap movement, does it not? 
A. I would say more for vegetables than for fruit. 
Q. And from the railways' point of view that makes 
it a relatively cheap movement? 
A, Oh, yes, but that would not be for a very long 
period. 
Q. On Page 13913 you are criticizing the cost 
of service principle, and on the seventh line you say: 
"Further, it would seem to me that the adoption 
of the cost of service principle would, for example, 
so affect freight rates that lumber and shingles 
or apples would not continue to move in anything 
like the same volume from British Columbia to 
Winnipeg or Toronto or Montreal." 
A. Yes, sir. 
Q. On what facts do you base that statement? 


A. Well, if the freight rates on the commodities 


produced in British Columbia, such as lumber and shingles, 


or fruit and vegetables, paid their normal freight 


rates for all destinations in western and eastern Canada, 
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they would not be able to market their products. 

Q. You are speaking now of class rates? 

A. Yes, sir, 

Q. But very little of your traffic travels on 
class rates? 

ae, Let us take lumber and forest products. 

Since the removal of the Mountain Differential, 
we placed a rate on lumber and forest products from 
British Columbia to the prairies on the Prairie Mileage 
Scale of rates which British Columbia asked for. 

Now, I could not say that any special consideration 
was given to British Columbia with respect to those rates, 
so long as everyone is paying the same mileage scale, 
except that the tapering of the scale tends to assist 
industries in regions far away from the markets. 

Q. treo ds ight. 

A. But if that scale was applied from British 
Columbia to eastern Canada, I think British Columbia 
would have great difficulty in marketing its products 
in eastern Canada. 

Q. If you applied your class rate scale to all 
the traffic moving on the Canadian Pacific Railway, you 
would be earning so much money that you would not know 
what) todo (with it. 

A, That:-is right, but Fram not suggesting it, the 
class rate scale. I am suggesting a lumber scale. 

Q. Yes, that is a lumber scale? 

A. Yes, sir; and I say that we are assisting British 
Columbia in reaching the eastern market. 

If the rates were on the same relative basis, 
distance considered, and with a reasonable tapering of 


the rate to eastern Canada for the increased mileage, 
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then, im comparison with the rates to the prairies, the 
rates to eastern Canada would be away higher than they 
are today. 

Q. How would the adoption of the cost of service 
principle affect that particular traffic, provided it is 
peying, its. full cost? 

A. I am not applying the cost of service principle 
GO) Lt, 

THE CHAIRMAN: @Q. You are not what? 

A. I am not applying the cost of service principle 
to it. 

We make rates on lumber and shingles from the 
Pacific Coast to eastern Canada in order to assist British 
Columbia in marketing its products in eastern Canada; and 
if the yield from the rates which are required to be 
made in order to assist British Columbia in reaching 
the far away markets is reasonably compensatory, we would 
assist them in reaching the markets. 

MR. BRAZIER: Q. Yes? 

A. But I am saying that it would not be unreasonable 
if the rates were higher than they are. 

Q. And might it not be possible, too, that your 
rates to closer points would have to be lower, if it 
was a cost of service basis? 

A. Lavould not say so, no. 

Q. I am just trying to find out why you make this 
statement, that so far as lumber, shingles, and apples 
are concerned << 

A. I could make that statement not only with respect 
to lumber, shingles, apples, canned goods, or anything 
else produced in British Columbia, where we make every 
possible effort to assist British Columbia in reaching 


far away markets, whether they be in Canada, in the United 
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States or anywhere else. 

Q. Regardless of whe ther those movements are actually 
paying their full cost? 

A. Yes, sir. 

Q. Assuming that they are today, under the present 
rates, paying their full average cost of those shipments -- 
A. I would not admit that anything is paying its 

full share today. 

Q. And why would you not? 

A. Because we are not making enough money. 

Q. Well, let us suppose that they were on a basis 
where you would be making enough money? 

ate Toc Swer « 

Q. And that they are paying their full average cost; 
and then you adopted the cost of service principle. I suggest 
to you that that traffic would not be affected in any way. 

A, If we are obtaining sufficient revenue to meet all 
our requirements, the present system of rate making is all 
right. 

But if we were going to Change that system =~ 
and we are still getting all the revenue we need for our 
requirements, but are going to increase the rates for 
the long haul traffic and get some more money, then we 
might have to reduce the rates for the short haul traffic 
so that we would not be getting too much money. But we 
are not in that happy position. 

Q. If you should adopt the cost of service principle, 
or move in that direction, there would be thousands of rates in 
your tariff today which you would have to increase before 
you increased the rates on lumber and apples from British 
Columbia to eastern markets. 

A. That is a matter of opinion. 


Q. You would not agree with that? 
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Fis NOs Sar. 

Q. Your long haul traffic is really very profitable 
Peete. es fb nots 

A, If it yields a reasonable return, yes. 

i, All right. Now, what return does this traffic 
yield to you? 

A. Piooeno se Know. 

ae Take a shipment of apples to Winnipeg, one of 
the points you have mentioned. 

A. I do not know. I do not think I have any tests 
here, or any figures here which would show. 

Q. I suggest to you that you cannot make that 
statement unless you have those tests. 

A. I can make it just as well as you can make it. 
You say they are not, while I say that they are. 

Q. You are the one who said they were, originally, 
and I want to find out why you made that statement? 

A. Because it is only common sense. It is only 
good business to help British Columbia reach the markets. 

Q. I am not quarrelling with that. But in effect, 
what you said here is that these rates from Okanagan, 
let us say, to Winnipec, are not paying their full cost. 

A. If freight rates are made on any rigid cost of 


service principle, British Columbia would suffer. 


Q. I am not suggesting a rigid cost of service 
principle. 
fe British Columbia would suffer in reaching far 


away markets. 


THE CHAIRMAN: What are you suggesting Mr. 


Brazier? I thought you were suggesting the application 


of a cost of service principle. ) 


MR. BRAZIER: Yes, but not a rigid one. 
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We suggest service on a reasonable basis of cost. 

THE CHAIRMAN: Would you refresh my memory? 

I think in your brief you mentioned a Professor K. T, 
Healy? 

MR. BRAZIER: Yes, 

THE CHAIRMAN: Do you also show us any country 
wherein the railways are carried on, applying the cost 
of service principle? 

MR. BRAZIER: No, I think it is a theory of rate 
making which is only now Just beginning to get some 
acceptance in railway circles. 

THE CHAIRMAN: And you think it should be applied 
tO Canadian railways? 

MR. BRAZIER: Yes. 

THE CHAIRMAN: But not too rigidly? 

MR. BRAZIER: Not too rigidly, no. And I think 
we show there could be a certain average which could be 
struck, and which could vary within limits, 

THE CHAIRMAN: And you would depart sometimes 
from the strict cost of service factor? 

MR. BRAZIER: Yes. 

COMMISSIONER ANGUS: Do you think that the 
words "just and reasonable" should apply,or should those 
wrds be changed? 

MR. BRAZIER: There should be added the words: 
"in relation to the cost of service", | 

MR. EVANS: J think my friend has just said that 
the cost of service principle was something new. He is 
forgetting that writers on this subject were discussing 
this cost of service principle at least one hundred years 
ago. 

MR. BRAZIER: Yes, but it is only now beginning 


to get some acceptance. 


20 ised 


_- PAO 


Oy efet we 2 RAHA TAS a 


sHAISARS .HM 
: ; » | | 
: evils ged oo miinalged desl wor Ylao of Moldy gazkem ; 
: asc | 


c .nelestd veeties Al sonsiqesas 


| ; o a 
| ra, 4 ee ert... © . ee beer ats of 7 
) Setiage ad Sigadts 32 BRIhS eoy Bae. ,MAMAT A) SAT | 
| \- - vi 
, , Sevoulies nabbaded! 09 
. 
wary 
ry tee 7 
. +o $ret SAS s nat 
@ 
Lad 5 . 
f Sy thioet ion dpa 2 RAMATAND-SAT ' 
z os @ Sey 
in trig aA L3H .vEib eos -< “K imITSAHR . AM 


, 
M ares i = a - ae 
soo ately eaenrote nietves BB at Binoo eters woe oy 


; tan) .piimei Atcelw ore tives dotdw Bere .foutee )- 
es SACL 
egatiemon tummreh BLuow soy Baa saATAND Tit 
| Tuotes? saotvask to Yaoo tokate off /eeT2 
. ; toghaih Pt grey's iy ay ol ” 
‘ m vex  =SRPRANe 
s 

; ; 

ad ¥ : an eye ee} . ~ee ‘ae as ont 
adv? Padt vinirid wot 2G «+ RUOHA AOROTES INGO ; 
3 a) 
7 . z e tere Eines *atrteconaae & savt i abiow 
| sagnm? jfivags to lage. Bbhiodt. “selvenosset aga sev, 68 
. : y 

: : *hegtats af ehtar 

, - 
on ea t's he . & td er od od oe ata) y a= ee RAS ay ai y 7 
a rebyaowr ait Eeabbe af Baro BS. «3a. (SAM .7 
» 
SG Oe ee ee Abd ; aL” 
f s"eoteree “io fee ole “Od alex ft é 


| | ) ed ; 


eid biee Hest eet HAS IN? yar cigs AVE ats | » 


| add if, 2 . : = 


: at ef ver anifgemod caw elatoni¢¢g oo ookwr ox Oo #800 ait . 


te 


anleeroats® gtew toatdie ert. no. etedeay ig aartdaarot | 


nigey bevbusd ato faRel te efgtiaantne sndwige 7 tnp, a 


‘ 


v ) 9*Y sh ag 
| ae se ig 


Lae god worn Gino #2 TM dee sage: Petit! 


o4 > 


-16264~ 


Mr. Jefferson Cr=ex 


THE CHAIRMAN: We shall adjourn now until 


this afternoon. 


~-~ (At 1:00 p.m. the Commissio 
this afternoon.) 


n adjourned until 2:45 p.m. 
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February 23, 1950, 
AFTERNOON SESSION 
C.E. JEFFERSON - RECALLED 
ats VEEP ENSON = RECALLED 


CROSS-EXAMINATION BY MR. C. W. BRAZIER ( CONT'D ) 


THE CHAIRMAN: Very well, Mr. Brazier, 

MR. BRAZIER: Mr, Jefferson, before the adjourn= 
ment, I was calling your attention to your statement on 
page 13913 of volume 67 of the transcript, regarding 
lumber and fruit rates from British Columbia. 

A. Jes sir, 
@. My question was as to the basis of that state- 
ment. 

I presume you would only make that statement 
if you felt that the rates themselves were not compensatory 
rates? 

A. Yes sir. I would like to illustrate just what I 
was saying. 

Q. All right. 

A. Now, let us take lumber from Vancouver to 
Winnipeg, a distance of 1,464 miles. The rate is 90 cents. 
The minimum carload weight is 50,000 pounds. The per car 
earnings is $4.50; and the car mile earnings are 30.7 cents. 

From Vancouver to Montreal, for a distance of 
2,878 miles, the rate is $1.18. The minimum carload 
weight is 50,000 pounds. The earnings per car are 
$590. The earnings per car mile are 204 cents. 

Both are below the eastern, the western, or the 
system average earnings per car mile. 

Q. For the distances given? 
A. For the distances given. 

I will admit that on some movements of lumber, 

especially timber, which is not finished lumber, or 


Shingles, you would not get the weight. But if you were 
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moving timbers, you would, because in so far as timber 
movements @re concerned, they have a greater weight in 
the car than 50,000 pounds. 

Q. It might go up as high as 100,000 pounds? 

A. No, not so high as 100,000 pounds, but, let us 
say, up to 80,000 pounds. 

Now, take apples from the Okanagan. The 
minimum carload weight is not representative of the actual 
loading, because they load 37,500 pounds in @ car, which 
is the minimum. 

The rate on apples from Kelowna to Winnipeg, 

a distance of 1,209 miles, is $1.61, the minimum car~ 
load rate on 37,500 pounds. The earnings per car would 
be $603.75. The earnings per car mile, 49.9 cents. 

That figure is above the eastern, the western, 
and the system average. 

Take Kelowna to Montreal, a distance of 2,623 
miles. The rate is $1.97. The weight is 37,500 pounds 
per car. The earnings per car are $718.75; and the car 
mile earnings are 27.4 cents. 

In connection with the movement of apples, that 
is below the eastern, the western, the system average 
car mile earnings. 

You must bear in mind that in moving apples, 
you are moving them in cars of greater tare weight 
than the box car, because it is 4 much more expensive car 
than the box car. 

THE CHAIRMAN: In what sort of car did you 
say? 

A. Refrigerator cars. And all I was saying was 
that, in @ny rigid cost of service principle, or any 
such principle, you would not have, if you adhered to it, 


you would not have rates to eastern Canada as low as they 
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are today; and the rates which we do have are of benefit 
to the province of British Columbia. 

MR. BRAZIER: I make this suggestion to you: 
If you were on a cost of service basis, you might have th) 
same rate to Montreal, but you would have a much lower 
rate to Winnipeg than you have at the present time. Would 
that be possible? 

A. You might, but that would not help market a crop, 
because the people in Winnipeg would consume only so many 
apples. 

It 1s a wider distribution you want, not a 
restricted distribution. 

Q. It would not interfere with the distribution in 
Montreal. . 

A. What do you mean? 

Q. The proposition I put to you is: There is a 
possibility of your rates to Winnipeg being too high, and 
that your rates to Winnipeg on 4 cost of service basis 
would still be the same as they are today? 

A. You would have a much higher rate to Montreal. 

Q@. No, you would have the same rate, but Winnipeg 
would be reduced. 

A. I suggest you would not pay the same rate to 
Montreal, 

Q. You do not know what the cost would be to move 
a carload of apples from Kelowna to Montreal? 

As. Nos 

Q. You say these averages you have given to me, 
say, the first one on lumber, 30.7? 

yh Mes vay» | 


A 
Q. That is per ton mile? 
A. Per car mile. 

Q 


. Oh, per car mile? 
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Yes sir. 


It is below the system average? 


Yes sir. 


And your system average is for a distance of -~ 


od 


The system average is what? 


What is your average haul? 


That is on page 89 of Part I. 


The @verage haul is 199.7 miles? 


No,sir, 420 miles. 


420 miles? 


Yes, sir. 


For all traffic? 


I beg your pardon? 


a + © Pf © ff LC FF om. BS te a se 


For all your traffic? 


PAGVLiInet. is ,rignt. 

Q. You would not expect to get the same car mile 
revenue average on traffic that travels 1464 miles as 
you would on traffic travelling only 420 miles? 

A. No, not on our system of making freight rates, 
but under a cost of service principle, you might. 

Q. I suggest to you that that per car mile revenue 
from Montreal on lumber is higher than your system 
average for hauls of that length? 

A. I do not know. 

Q@. You have never studied the per car mile earnings 
for different lengths of haul? 

A. No sir, and I do not know how you could suggest 
it or determine it. 

Q. Well, you must have a lot of traffic that goes, 
let us say, 1,500 miles on your system? 

A, Yes sir, 

@. And could you not segregate that traffic out 


and find out what your average earnings for the traffic 
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are? 

A. It would mean having a knowledge of each commodity 
for that distance in a 8iven period. 

Q. But that could be done, could it not? 

A. Yes, but it would take an enormous amount of work, 

I would venture to suggest that the average of 
that traffic of 1,500 miles would be a@ little higher than 
your car mile revenue, that is, the lumber. 

Q. Why do you make that suggestion, when the average 
for your whole system is only 35 for 420 miles? 

A. Because the rates on lumber ana apples are low. 

Q. What can you suggest constitutes your class 
traffic which is higher? 

A, Take all your class rate traffic, your merchandise 
and what not. Lumber is ~~ 

Q. A class traffic? 

A. Yes, & commodity traffic. Lumber is a rough 
commodity. I think you would get better revenue on 
canned goods than you would on lumber. 

Q. It is quite true that you cannot possibly compare 
your car mile earnings with your system average and give 
you any answer that is worthwhile either to you or to 
anybody else. 

A. I can get an answer that will show me how my 
yields are working out. 

It will be an impossible thing to take all your 
traffic, because you do not know what traffic you are 
going to handle today or tomorrow or a month from today. 
You have got to take your results. 

Q. But you could test it from to time? 

A. From our statistical results, yes. But you could 
not test it for given distances. 


Q. But you could test it for varying distances quite 
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easily, I suggest? 

A. I won't suggest it could not be done, but it would 
mean an awful lot of work to do it. 

@. Don't you think that if you did, though, you 
would have a better idea of whether particular traffic 
is compensatory or not? 

A, You might. I do not know what the result would 
be. 

Q. Anyway, you never pursue those studies at all? 

Ay ONG SLD. 

Q@. Now, referring to that statement again, Mr. 
Jefferson, I take it it 1s your Opinion that they are not 
compensatory rates to the railway? 

A. Lumber Porn Vancouver to Montreal? 

Q. And apples? 

A, From Kelowna to Montreal? 

Q. Yes? 

A. Lumber from Vancouver to Montreal at 50,000 pounds 
per car could not be considered as particularly compen= 
satory when it only pays 203 a car mile which is against 
&@ system average of 35 cents. 

And apples are not so much below the average as 
the lumber, at 27.4 cents a car mile. 

Q. Would you say, on the whole, that those two 
rates are lower than the transcontinental rates? 

A. Well, you can test that by looking at one of your 
exhibits. 

Q. Actually, the lumber rate would be a transcon- 
tinental rate, would it not? 

A. Oh yes. Let us take our exhibits on the trans- 
continental rates. 


Q. In the Appendix? 
A. Yes sir, pages 81, 82, and 83 of the appendix. 
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Take that 203 cents per car mile on lumber from 
Vancouver to Montreal. There isn*t anything on the east= 
bound sheet as low as that, and anything on the westbound 
Sheet as low as that. 

I think, in the main, you would find that your 
westbound transcontinental rates yield much higher car 
Mile revenue than the eastbound lumber. TI would not 
hesitate to say that. 

Q@. But after studying these transcontinental rates, 
of which lumber was one, you came to the conclusion that 
there was no doubt that these rates were compensatory to 
the railways? 

A, Yes sir, 

Q. And you’ so stated it in your brief? 

A. I won't say that they are. I am saying that we 
are doing all we can for British Columbia to market its 
products in eastern Canada and the United States as well 
&s in western Canada. 

If you are going to have any rigid cost of 
Service principle, or anything which resembles it, you 
are not going to have such @ wide distribution area as 
you have today. 

Q. Nobody has suggested a rigid cost of service 
basis. 

A. I do not know how you could have any at all 
which was not somewhat rigid. 

THE CHAIRMAN: Does Professor Healey leave 
room for rigidity? 

MR. BRAZIER: No. His statement is that they 
should be on a "more nearly cost of service basis". 

Q. And now, Mr. Jefferson, I would like you to 
look at your evidence at page 14007 of volume 68. 

THE CHAIRMAN: What are you looking at now? , 

MR. BRAZIER: The transcript. 

Q@. You are speaking there, Mr. Jefferson, of pick-up 
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and delivery service, 
A. Yes sir, 


Q@. The chairman asked about this 41 cent rate, and 
I quote your answer starting at the bottom of the page, 
as follows: 

"A. If there was no pick-up and delivery ser-~ 
vice at either end the rate would still be 

41 cents." 

Is that right? 

A. I do not know what point we are talking about 
at that time. 

Q. Calgary to Lethbridge, I think. 

A. Calgary to Lethbridge, yes. 

Q@. You have & great many pick-up and delivery rates 
in eastern Canada? 

A. Yes sir. ; 

Q. Many of them, I presume, are for short distances 
such as around the city of Montreal or the city of Toronto? 

A. We have them all over the east and the west. 

Q. But you would have a great many operating into 
and out of those two main cities? 

A. Oh yes, we have pick-up and delivery rates all 
Over Canada for certain areas, and the pick-up and 
delivery rates are the same scale within an area, whether 
you have pickeup and delivery at both ends, or whether it 
is pick-eup and delivery at only one end. 

Q. What is the lowest pick= up and delivery rate 
that you have? 

-y iL do not know . 


Tell me offhand. 


. The shortest distance. 


A 

Q 

A. For what distance do you want? 

Q 

A. You would have to take five miles. 
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Q. Five miles; and the rate would be approximately 
how much? 

A. Well, it would be the minimum rate in the tariff. 
We have & minimum class scale. Before the increase it 
was 24 cents, but today the minimum pick-up and delivery 
scale in the east, now, is 31 cents for group 1; 27 cents 
for group 2; 24 cents for group 3; and 19 cents for group 
4, 

Q. For five miles, is it? 

A. Yes, that would be the lowest; and I do not imagine 
we would handle any traffic at five Miles; but that is 
the rate. 

Q. I want to get down to something which actually 
occurred, What would you say is the shortest distance 
you handle this traffic? | 

Ay. Ido not. know. You can take fifty miles or a 


hundred miles or whatever you want. 


(Page 16285 follows) 
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Fe) 


Do you have some traffic at fifty miles? 
A Oi, yes. 

Q. A considerable amount of 1t? 

A I don't know how much, but we would have some 
pick-up-and-delivery traffic from Montreal to Farnham 
which is fifty miles. 

Q. What would the rates on that be for Group 4? 

A. That would be 48¢ for Group 1, 42¢ for Group 
2, 36¢ for Group 3 and 3l1¢ for Group 4. 

Q. 31¢ for Group 4? 

Be Yes, “Sir. 

Q. Now, what would your average cost of pick-up- 
and-delivery ee the two points you have men- 
tioned? 

A. Montreal and Farnham? 

Q. Yes, what would be the cost? That would be 
pick-up in Montreal and delivery in Farnham. 

THE CHAIRMAN: What is this please? 

MR. BRAZIER: What would be the average cost 
of rThis pick-up-and-delivery service, the average 
hauling to the railway ana delivering at the other | 
end? 

COMMISSIONER INNIS: Between those two points? 

MR. BRAZIER: Yes. 

THE WITNESS: Well, the pick-up-and-delivery 
cost in Montreal is l4s¢. 

THE CHAIRMAN: That is what you charge, is 
it? 

A. That is what we pay for the service out of 
this rate. 


MR. BRAZIER: And what would the delivery be 
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on the other end? 

Rb 6) 

Q. So your total cost of your pick-up-and-delivery 
is 204¢? 

As) fee; Bir, 

2. Which leaves you 103¢ to cover your costs of 
handling that traffic? 

A. For that particular group, but that is not all 
the groups. 

Q. I am just dealing with one. 

A. You are taking the lowest, yes, sir. 

Q- Now, do you think that is a profitable rate to 
the railway? : 

As. Iothink ‘so. ‘When you are meeting competition 
you have got to take the bitter with the sweet and take 
all the traffic; you can't pick and choose. 

Q. Never mind the competition, Mr. Jefferson, 
but do you think the railways make any - - 

A. How can you have a tariff and say you will 
handle this commodity and not handle that one? 

2. I might suggest that you might eliminate these 
and you would be farther ahead? 

A. Could go out of business altogether. 

Q. I am not suggesting that, but this particular 
type of traffic? 

A. I would not agree with that. 

2. You would not say you are actually losing 
money by handling that traffic? 

A. Not by and large, no, sir. 

Q. This traffic at this particwlar rate that we 


are speaking of? 
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A. Maybe, but you have to take it collectively; 
you can't take four groups in a tariff from Montreal 
to Farnham and pick the lowest and say that that is 
your revenue. 

Q. And if you are actually losing money on it, 
then the rest of the shippers would be further ahead if 
you did not handle that particular traffic? 

A. That would be right, yes. 

THE CHAIRMAN: How are these Groups 
differentiated from each other? TIs it according to 
distance? 

A. NO, Sir, according to the Canadian Preieht 
Classification. Rates classified First Class take 
Group 1, rates classified second take Group 2, freight 
classified third takes Group 3 and rates classified 
fourth take Group 4, and those classifications 
represent the less than carload classification which 
the pick-up-and-delivery rates apply to. 

Q. They do not apply any lower down? 

Ao NO, SIP. 

COMMISSIONER INNIS: You have given the rates 
on the lowest. What would be the rates on the highest? 

A. In that particular case the highest was 
4O¢d. That is if i+ was’ a first class: not a2 multiple 
OF Tiree class . 

Q. That would leave how much, about? 

A. Well, 205 from 48 - 273¢ . 

Q. As compared with 10¢ on the lower? 

A Yes,” Siw. 

MR. BRAZIER: I take it, Mr. Jefferson, that 


you are of the opinion that the railways would not be 


t 
APY, 


pylevitosties 3! evst of os | 
fesatacM mort Titsd 6 at peat ae Hes yoy 


Gi teadt ded? vee baw seawor ii - fe einer Sd 


- 


: i asta ver in a 


df Ae yonom gataol yi inores “ie OO Mu ton @° 


an 

- 

Hesns, Tankvaut ed bivew avsqgi be Sid 6 seer ont mond 
forrest? waluelteag teas stoner, FO | bth oad - a 


-e6oy .oHgia sf Bigow tenth A mA 


aque rt gasht ots wohl «HAMAITAND & se eh oie 
ot antivohse Ff el Feoanto dose. mort bedetgnexstiin —- 


, csonedals 


intotd nethoaed od? of antivoace .tle ,ow .h- . 


ae Ln é 


° 
raed 2caid goal ostitres rT sezsH .nolseottreaealyg 


sod Boooes beltigest> eetat .f querd 


ee re a a 
Ne £ qm ite OLS me e312 3 


Deltreselo sedet Be © geoph sexe? Belge pert Peablo Y 


1) Oa 


a 


welisolttaaslo caer hea .f quer) swter agen’: 


molay noigeoriterels biolerss sent eee one, taveonges EY 


- 


i Bs | ee ne TOS OT vik re : riebebe g- ‘quesioty atts. 


r 


faqs tot ob yoar . - 


THON “ewok wis ¥ 


C28 .- Mh wed 
‘ i 7 
olay edd Aevin ovAd vor sR REMoTRG IDO ; . .. 


sougin ay Ao sete sip ed Siwow godW. . eewel ed? ao 


olaki iam a) dén geese Yevtt s aew dt tt et See eee: | 

| senile deaf to 4 

‘jyodsa fom wod evasl bivow dad? " 
$7 ~ BA MOT 5 es ‘ 

aan | 

erewol Sit ne: LOL Ht Ee iotathine ad 2 = 

ak (a2 . 80%) 5a, 


i 


sid one TH6G Vah ry sarerd © a Ni | 
aie 


1 


- 16288 - Mr. Jefferson 


further ahead if they did not attempt to meet truck 
competition with that type of traffic? 
A. We would not be further ahead? 


Q. 


uv 


(ee. 

A. I say we would not be if we dropped that business. 

Q. But your cost of handling that particular 
type of business is not greater than the saving you would 
make in your expenses if yOu forewent all that traffic? 

A. By and large, I would say no. 

MR. EVANS: May I give to Dr. Angus a little 
reference that might be helpful on the point we were 
discussing this morning. 

Mr. Walker in his evidence gave an extract from a 
Report made by three of the Interstate Commerce Commission 
Commissioners on this question about whether there should 
be some effect given to higher earnings in prosperous 
times, and, without reading the whole thing, it had to do 
briefly with the burden of fixed charges and dividends 
but it said this in part. This is from 13385:- 

"The advantage of stock is that in times 

of depression, dividends can be passed without 

danger of bankruptcy. But the fact that they 

are so passed is in itself a reason why they 

Should, if possible, in times of prosperity be 

paid in generous measure, at least on stock 

Supported by property value". 

That is the watered-stock idea. If there is watered- 
stock, no. 


THE CHAIRMAN: Let the water run off. 
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EXAMINATION BY MR. COVERT 
a Ot MN. COVERT 


Q. Now, Mr. Jefferson, I wanted to first touch a 
little bit on the question of agreed charges, 

a Ves,y air: 

Q. Now, my understanding is, as far as the 
Canadian Pacific Railway is concerned, they are clearly 
of the opinion that the agreed charge is not necessary 
to enable you to compete with other forms of competition 
which are not regulated? 

A. That is right. 

Q. And I presume that you have read the Brief of 
the Canadian National Railways on this subject of 
agreed charges? 

Wee VYeo.,."Si7. 

Q. Now, is the Canadian Pacific in Sympathy with 
the proposed amendment Suggested by the Canadian National 
Railways? 

A. Well, I could answer that perhaps best this way, 
that I understand the Canadian National are going to 
Suggest when they submit their Brief, some amendments to 
bat Seetion oft. <I wt. Say that the railways 
naturally want all the freedom they can possibly have 
to meet the competition of unregulated carriers, and, 
as I expréssed it I think it was last Friday, if all 
modes of transportatien were properly regulated and 
regulations fully enforced, there would not be the same 
necessity for agreed charges as there is today. 

THE CHAIRMAN: I notice that the Canadian 
National Railways' Brief begins to deal with agreed charges 


On page 171? 
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MR. COVERT: It goes from Vi Bars. 

THE CHAIRMAN: Where do they propose this 
amendment? 

MR. COVERT: At about page 180, Mr. Chairman. 
The recommendation is;- 

"We therefore recommend that Section 35 of 
the Transport Act be repealed and the following 
Substituted:..." 

THE WITNESS: I don't think I have the Canadian 

National Submission here. 

MR. COVERT: Section 35, Mr. Chairman, as it 
now stands, has 13 Sub-sections, and the proposal of 
the Canadian National Railways reduces it to about 
5, but I believe that the main proposals of the Canadian 
National Railways are that the Railways should be 
given more freedom. For instance, the Limitation of 
cents per hundred or so on, that that should be eli- 
minated. oT) think)that is right, (eve net, eMes 
Jefferson? 

THE WITNESS: I beg your pardon? 

Q@. The Canadian National Railways suggests, 
for example, that the present limitation of having 
the agreed charge expressed in cents per hundred 
pounds or "such other unit as the Board may approve" 
that is one thing, as I understand, which the Canadian 
National Railways wish to do away with? 

A. Well, perhaps without presuming too mach, 


I can say they wish to change that. 


Q@. Will change that? 


A. Yes, sir. 
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THE CHAIRMAN: You mean their recommendation? 

fon Ateeey ay 

MR. COVERT: My point 18, do you think that 
that provision should be done away with? I want to get 
your views, if I may. 

A. My view would be that it Should not be done away 
with. 

THE CHAIRMAN: Can you tell me where it is in 
Section 35? 

MR. COVERT: Yes, you will fing it in Section 
35, Sub-section 3, on page 13. 

THE CHAIRMAN: "...shall be expressed in cen'‘ts 
perhundred pounds". I understand then, from Mr. Jefferson 
that probably the Canadian National Railways would be 
content to leave it as it is. Probably they would be 
content to let this stand as it is? 

THE WITNESS: Pretty much, I think, yes,’ sir: 

MR. COVERT: Now, that provision, I understaimd 
Mr. Jefferson, is really some protection to other Carry ere 
and to shippers. That is the purpose of having it 
necessary to put it in in cents per hundred, is it not? 

THE CHAIRMAN: TI notice though that the Section 
as it stands at present Says that the Board may change 
that - "...shall be expressed in cents per hundred 
Or such other unit as the Board may approve", 

MR. COVERT: Well, it might not be cents 
per hundred; it may be per gallon or something like 
that but there should be some unit; 

THE WITNESS: Well, I would not be wrong in 
Saying that that Section of the Agreed Charge Act was 


with the thought of having agreed charges expressed 
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insofaras charges were concerned in the same form as 
tne Yallroad tariff. 

Q. But the purpose of it was so that people would 
know what the rate was, so that you could really see 
what was being paid and if you said "I will haul all 
your business for 1 million dollars a year" nobody 
would know what it could be compared with. Isn't that 
the real purpose behind it? 

A. That may be. On the agreed charges in 
England they have a different method of expressing their 
charges. It may be per hundred weight or it may be 
per ton or it may be so much on all their business. 

Q. Now then, I believe one of the objections of 
the Canadian National is the delay in completing this 
agreed charge, and I think they suggest that the only 
formality which should be required is the filing of 
the agreed charge as a tariff in the usual manner, the 
Same as a competitive tariff? 

Fig) SLES. 3 

THE CHAIRMAN: What is that you say? 

A. File it the same as a competitive tariff. 

MR. COVERT: I have not asked him that yet, 
Mr. Chairman. I was going to ask you this; does the 
Canadian Pacific Railway agree with that amendment? 

A. Well, I agree with it to the extent that I 
am willing to take all the flexibility in making 
competitive rates that I can get. 

Q. But my understanding of the Canadian National 
in presenting their Brief, is that they defend the 
agreed charge on the ground that it gets lots of 


publicity; everybody has lots of time to come in and 
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check it and see if they want to come in on it and so on? 

A. The Canadian Pacific in its Submission has not 
Suggested any change. 

9. What I want to find out is, do you think you 
could defend the agreed charge if the present provisions 
in the Act as to acts and requirements of filing and so 
On were done away with? 

A. That we could defend the agreed charge? 

Q. Yes. 

A. I would say we could defend it in just as 
capable a manner as we would defend a competitive rate. 

Q. I don't know that that answers my question. 

I am not suggesting you are avoiding it, Mr. Jefferson, 
but what I want to know is, do you feel that to defend 
the agreed charge as you have done in your Brief, that 
it is necessary that one of the defenses necessary 

is that there must be plenty of notice? 

A. We say the agreed charge principle does give 
plenty of notice. 

Q. But if you took away that notice? 

A. Then I would still say the railways could 
defend it. Don't overlook the fact that when the 
Agreed Charge Act was passed by parliament in committees 
and in conferences and so on, that the railways were 
at that time endeavouring to obtain all the flexibility 
that they could, but that the Act, as it was passed, 
was the best that could be obtained. 

Q. You no doubt remember some of the discussion 
of this Transport Act at the time this particular 
Section was put in? 
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Q. And these provisions that are now in the Act 
were felt to be necessary? 

ha see, 817, fTelt-to be necessary safeguards. 

Q. You have had some experience with it, and what 
I really want to find out is if there is any reason, 
in your view, that these safeguards should be done away 
with? 

ha We ere not asking for It. 

Q. I am sorry; I am not quarreling with you on 
that at all. I realize you are not asking for it. I 
just want your view. 

A. I think we might let the Canadian National 
explain why they ave asking for it, but lL will put ¢¢t 
to you this way, that if we can have more PLréexibi tity 
Under the Act, eli! right. 

Q. I don't think you have answered my question. 

I would like to say first, that when the Canadian 

National submits its case then we will have an opportunity 
of finding out their views, but I would like your views, 
Mr. Jefferson, as to whether or not you think these 
protections or safeguards that were introduced by 
Parliament at the time of passage, whether there is any 
change which has been brought about which would suggest 
that they might be done away with today? 

A. The Agreed Charge Act was the best we could 
obtain at the time. If there was more flexibility 
under the Act, it would naturally help the railways to 
meet the competition of unregulated carriers, but if 
the Act is the best we can have, then we have to be 
content with it or else have other forms of transporta- 


tion regulated to the same extent as is the railways. 
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Q. I take it, Mr. Jefferson, that there are two 
things; either I have not made my question clear, or you 
do not choo to give me your opinion? 

A. Well, I think you have made yourself clear. 

Q. Well, I have asked for your opinion as to whether 
or not there has been any change in the situation which 
would warrant the taking away of these safeguards, and 
you have always answered me as to ‘well, if you can get 
more for it". But I want your opinion. 

A. I do not say there should be any change, but I 
would like more flexibility if we can have it. 

Q. You would like more flexibility: perhaps than 
the Canadian National Railways has asked for? 

A. I don't think I could ask fer any more. 

Q. You know that is the wide-open limit? 
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Q. Now, you feel that there is not really the 
necessity for the notice that is called for under the Act 
today? 

A. If you want my own opinion--- 

Q. Yes, that is what I went. 

A. I do not think there is any more necessity for a 
notice under an agreed charge than under 3 competitive 
rate. They sre both competitive rates, 

@. Well, that is the Opinion I have been waiting for 
Pon a Lone while... appreciate that now. Perhaps we can 
get your same opinion on Some of the other things. For 
example, I understand that the C. N. suggests that where 
the present Act provides that any carrier to whom the Act 
applies can be’heard in opposition to an application, this 
has seriously restricted the use of the agreed charge? 

MBA DART 34.0 Efe T. mes interrupt, fors just 2 aqnmoment, 
my lord, I am informed that this portion of our brief is 
undergoing some changes and some amendments, and it may be 
fair to warn the Commission now that the very facts that 
Mr. Covert is cross-examining on now may well not be put 
forward by the C.N.R. when the time comes for their formal 
presentation. Unfortunately, just now I have no information 
on what changes are being made, but I know that changes are 
to be made in the three various Subjects that he has happened 
Co yick out at this time. I thought it was only fair to 
warn the Commission that such changes are under review at 
the moment. 

THE CHAIRMAN: Then, in other words, we are not 
having the benefit of 3 complete brief before us, as we had 
hoped? 

MR HART: Well, I certainly hope that in the very 
near mee these changes will be complete and made avesil- 


able to the Commission, but I have no information at the 
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moment on those changes. 

THE CHAIRMAN: You see, what happens then is 
that counsel are not in a position to question Mr. 
Jefferson, 

MR HART: I quite appreciate the difficulty. 

THE CHAIRMAN: Which is a handicap to everybody. 

MR COVERT: It is perfectly all right, though, 
my lord. I thank Mr, Hart for the information, but, 
Supposing they do not come in with this brief, that they 
do change it, we might want to know whether the Commission 
would want to recommend it as they had it. But it seems 
to me to give a wonderful opportunity -- perhaps wonderful 
is too strong 3 word, but it gives an opportunity to find 
out just what the real points about this agreed charge are, 
Now, we have seen the Act, and we have heard evidence that 
the agreed charge is bad, but now we have a man in the box 
who can, with his wide experience, give us views as to 
whether or not there should be notice. He has told us 
that he does not believe there should be any difference 
as far as the agreed charge is concerned from a competitive 
rate. Now I would like to find out, regardless of whether 
or not the Canadian National is coming in with an altered 
brief, what his views are as to these suggestions. 

THE CHAIRMAN: I agree that this is an opportunity 
provided of which you ought to be able to take advantage 
with Mr. Jefferson while he is here. You suggest, then, 
that you might put to Mr. Jefferson what is in this present 
C.N.R. brief anyhow? 

MR COVERT: Yes, that is right. Supposing it had 
not been submitted to us at all, we still might--- 

THE CHAIRMAN: I agree with thet. It will help to 
enlighten us. You say you are no longer bound by this--- 


MR HART: All I wish to point out, my lord, is 
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that it is quite possible that what is being put forward 
now by my friend Mr. Covert as the C.N.R. opinion quite 
possibly is not the C.N.R. Opinion, and if he puts these 
forward as suggestions and does not link them with the 
C.N.R. I of course have no Standing in the matter. It is 
just a matter of warning them along that line. 

THE CHAIRMAN: They are proposals; they are pro- 
posals that you intend to withdraw, but nevertheless they 
may be helpful to us to canvass with Mr. Jefferson. In the 
first place, I would like to be reminded: The C. PR. itsert 
has not made any proposals, has it, about--- 

MR COVERT: No, I think no proposals. They have 
defended the agreed charge as it exists. I think that is 4 
fair statement. 

MR EVANS: Yes; we have not asked for any change 
in the Act, 

THE CHAIRMAN: Then, Mr. Covert, if you think it 
would be useful to ask Mr. Jefferson questions based on what 
is now in the C.N.R. brief, I would say go on and do so. 

MR COVERT: Q. Then, Mr. Jefferson, I think I did 
put it to you that the C.N.R. did suggest in its brief 
that, since the Act now provides that any carrier to whom 
the Act applies can be heard in opposition to an application 
for an agreed charge -- the C.N.R. suggested in its brief 
that this had seriously restricted the use of the egreed 
charge, and I wanted to know first if you agreed with that? 

A. Well, as I understand,the C.N.R. submission in that 
respect is that an agreed charge should be published just 
the Same as a tariff, without any prior notice to the 
public; I mean by that, distributing it and waiting thirty 
days for it to be heard, and so on. The C.N.R. suggestion 
is that you publish an agreed charge just the same as you 


publish a competitive tariff. Now, whether you would do it 
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on one day's notice ov three days' notice or thirty days' 
notice, that is a matter for discussion and decision, but 
the point that sei are discussing now is whether this 
notice of intention of making an agreed charge should be 
widespread before you enter into it, Now, the position is 
that if you were permitted to publish on agreed charge 
Just the same as 9 competitive tariff you would do so, you 
would make it applicable; then if anyone had a complaint 
to make he would make 8 complaint to the Board, just the 
Same as they do under 3 competitive rate or any other rate, 
and they would be heard. 

Q. I guess I missed it. As I understand it now, for 
instance, in the handling of certain goods the Transport 
Act applies we will Say to a company like the Canada Steam- 
ship ? 

A. I beg your pardon? 

Q. I say that in the handling of certain goods the 

Transport Act now applies to the Canada Steamship Company, 
doesn't it? 

A. Oh, yes, for package freight, within a defined area. 

THE CHAIRMAN: Not goodsin bulk, 
MR COVERT: No, that is right; package freight. 

Q@. Now, if you put in an agreed charge the Canada 

Steamship can come along and complain to the Board that 
that has an adverse effect on them; isn't that correct? 

A. They might, yes. 

Q. Now, my understanding is that the C.N.R. Says that 
that has hed an adverse effect -- the fact that another 
carrier to whom the Act applies can come along and be heard 
in opposition to the application for the agreed charge has 
adversely affected or restricted, seriously restricted, the 
use of the agreed charge by the railways? 


A. Yes, I would assume that the--- 
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Q. Would ou. denba with that? 

A. I would essume that the position of the Canadian 
National in that respect would be that they think each 
one should have the privilege of making an agreed charge. 

Q. Well, now, do you egree with that, Mr. Jefferson? 

A. Well, of course I am in the hends of the Commission 
and my own counsel, but I do not like to get involved in a 
dispute, any differences of Opinion between the Canadian 
Pacific and the Canadian National on the agreed charge. We 
have said that the agreed charge section as it is today is 
Satisfactory to us, in that we sre prepared to work under it, 

MR COVERT: I do not like to put Mr. Jefferson in 
an awkward position, Mr, Chairman, but it would seem a pity 
to me in the circumstances that we cannot ask Mr. Jefferson 
for his personal--- 

THE CHAIRMAN: Q. You see, we sre told in the 
rirse place, Mr, Jefferson, that this page no longer repre- 
Sents the C.N.R. 

We RSS ta PLENT , 

Q. Now, having that in mind, I do not see any reason 
Why you might not tell us what you think of the different 
Paragraphs that are here. 

A. Well, I rather felt this way about it, that if that 
is not their view, why discuss it? 

THE CHAIRMAN: Well, it does not matter now whose 
view Tt Tse 4¢ Just gives the basis for certain questions 
that Mr. Covert wishes to address to you. Do you see any 
reason why, Mr. Evans? 

MR EVANS: No, Sir; I have no objection to him 
giving his personal opinion, 

THE CHAIRMAN: There you are, 

THE WITNESS: All right, sir. 

MR COVERT: Q. Then, Mr. Jefferson, may we have your 
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Opinion on that? 

THE CHAIRMAN: Now, what is your question? 

MR COVERT: The question is whether or not that 
has had a serious restrictive effect on the use of the 
agreed charge, the fact that another shipper can come in 
and complain or object to the agreed charge, on the basis 
that it--- 

THE CHAIRMAN: Q. Speaking on the basis of ex- 
perience, what is your experience? 

A. Speaking of another Shipper or another carrier? 
MR COVERT: Q. Another carrier? 
A. Well, the agreed charge section as it is today 

Bays, eS, 1 read it, although we have not been upheld by 
the courts, that one railway cannot make an agreed charge 
on competitive traffic unless the other railway agrees, 
Now, I can be corrected if I am wrong, but the railways 
attempted to make agreed charges without agreement with the 
Canada Steamship Lines on traffic in which the Canada 
Steamship Lines were regulated, and the Canada Steamship 
Lines objected to the agreed charge that the railways 
wanted to enter into, and the result was that the agreed 
charge that the railways wished to enter into was not upheld 
by the courts because of their objection,, Now, to me it is 
a question of whether or not in making agreed charges -- 
we will say that the railways are regulated and the water 
lines are regulated and the trucks sre regulated, if you 
Will -- that each could make its own agreed charge without 
agreement on another form of transportation, but any two 
carriers under one form of transportation would have to be 
in agreement with the other before it could make an agreed 
charge, 

Q. You would be afraid, then, Mr. Jefferson, for 


example, if the C.N.R. could amake an agreed charge and the 
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C.P.R. could not come ana oppose it because it effected 
their lines; you would be fearful of that? 

A. I would not want that, no, sir, 

Q. But you would not object as long as all the roail- 
weys had the opportunity, but you could not exclude a 
shipper of another class such as e steamship company? 

A. Yes, sir, or the trucks. 

Q. Now, would the reason behind your thinking in 
that be because you would be afraid of a rate war? 

A. A rate war with whom? 

Q. Well, for example, if one railway could make san 
agreed charge and the other could not, the other could not 
Oppose, the other did not have--- 

A. It would not be a question of a rate war; it would 
be a question who could go to John Jones and get the agree- 
ment first. I would not want -- I Will speak very frankly 
~- I would not want the Canadian National going to Eaten's 
and making an agreed charge that I could not get in on, 
but I could go over to Simpson's and make an agreed charge 
that they could not get in on. I do not think it would be 
healthy for either of us. We would be just cutting each 
other's throats, That might be a rate war. 

Q. As a matter of fact, I Suppose if one railway was 
not perhaps as needful of revenue as the other, it might 
be very serious for the--- 

A. I beg your pardon? 

Q. I suggest it might be very serious, for instance, 
for a private enterprise if the other railway did not have 
to look at the revenue as closely? 


A. Well,they might need the revenue just as badly as 


we, or more so, 
Q. I think you understand what I mean; if you have a 


deficit in one, I suppose there is a difference than if you 
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have e deficit in the other? 

A. If you have s deficit in one and not in the 
other, well, you might say we could make an agreed charge 
on @ lower basis than they, 

Geol Chink: perhaps we sre not Clear. <All I om point- 
ing out is that the Situation of the two réeilways -- if the 
C.P.R. had continued deficits I suppose the final result 


might mean bankruptcy? 


A. The C.P.R.? 
Q. Yes, 
ha. Yes, 


Qs, | Lfiethe C.N.R. had continued deficits I suppose the 
taxpayer eventually must pay the difference? 

A. That is right; but I think I--- 

Q@. Would that have eny--- 

A. I do not think we should épproach it that way at 
all. I think it should be approached from the point of 
view that so far as railways are concerned agreed charges 
Should be made just the same as any freight rate is made. 

On any competitive traffic the railways agree on what the 
rates should be, and if there is any difference of opinion 
between the railways, any individual railway has a right 
to take independent action. 

Q@. But you ssy s carrier of another class, for 
example steamships, should not be able to come in and object 
to an agreed cherge made by the railways, because of the ef- 
fect that it might have on their business? 

Ae, Well, Lom putting tt to you this way, that a 
Competitive form of transportation should look after itsefr. 

THE CHAIRMAN: Q. A what? A 
A. A competitive form of transportation should look 


after itself. 


Q. I see that. The way I look at this section now, 
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a steamship company itself might make an agreed charge 
with a shipper? 

A, They can, yes, sir, 

Q. And they have to go through the same giving of 
notice as you have to? 

DrumeL es, BLY, 

Q. And then in such a case you aS 8 cerrier can 
appear and object? 

A. We might, yes, sir, 

Q. Has it ever happened? 

pS ON Fo WOM ee gee 

Q. Then if you do away with this necessity of giving 
notice and you put your agreed charges under the same 
procedure as your competitive rates, that would apply to 
Steamship companies also, of course? 

A. Oh, yes, sir. 

MR COVERT: Q. Now, most of your agreed charges 
ere, Mr. Jefferson, on basic commodities, are they not? 

A. On big commodities? 

Q. No; basic commodities? 

A Well--- 

Q. I am speaking of volume now. 

A. In volume? 

Oe VOSS 

A. Well, I don't know whether you would call refined. 
petroleum products a basic commodity or not: I would call 
it a manufactured product. 

Q@. You would call that a manufactured one? 

A. Yes. Now, you take lumber and forest products; 
well, that term of lumber and forest products is finished 
lumber. 

Q. That is finished lumber? 


A. Yes, sir. Petroleum, that is ae manufactured pro- 
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duct. Petroleum products. Coal -- well, that is a dif- 
ferent thing, and salt is 5 different thing. I mean, it 
is from the ground, it is not processed at all. I would 
not say that the commodities on which the agreed charges 
apply as shown on page 89 of our Part I could be considered 
as applying only to basic commodities in volume. 

Q. I just wanted to find out if it did apply mostly 
to basic commodities, and you say no? 

A. ZT would say no, 

Q. And would you say that they applied generally to 
low value commodities? 

A. I would not say that either. 

Q. You would not say that either? 

A. WAS, Sins 

Q@. You would say they cover generally a broad field? 

A. Yes, sir; but I think that is proven from the fact 
that our earnings from agreed charges are as high as they 
ere. 

Q. You say that they are compensatory? 

Ay “386s ». Sit. 

Q. Now, that is all I have to ask you about agreed 
charges, Mr. Jefferson. I just wanted to deal with a few 
questions about the Board of Transport Commissioners, and 


I thought you might be helpful to us. 


(Page 16305 follows) 
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Now, I presume that over the years you have had quite a 
bit to do with them? 

A. I suppose so, 

Q. Would you care to express an opinion as to 
whether or not they have a sufficient and proper staff? 

A. A sufficient anda proper staff? 

Q. Yes? 

MAPS! Carryout we 

Q. Yes, I mean properly staffed. I do not mean as 
to an individual good man for the job, but have they a 
proper type of staff and a proper number of experts 
necessary to administer the duties under that ACt;. An 
your opinion? 

A. Well, I do not feel I could Speak except as to the 
department of the Board that is represented by the traffic 
department. 

Q. Yes. Just dealing with the trarfic department, 
so far as you are concerned; do you think they have a, 
sufficiently large staff of experts to deal with the 
matters they are called upon to deal with? 

A. I think they have sufficient staff to carry out 
the provisions of the Railway Act as it is today, yes. 

Qe. Yow ado? 

A. I do not suppose there is any organization which 
thinks it has enough, a large enough number of employees. 

I do not suppose we have an office on the system 
which would not like me to authorize some more employess 
for their staff. They would like to increase their 
staff. 

pe 

So it might that the Board's Traffic Department 
could do with more help. But I think that department 
is being efficiently administered. 

Q. You feel that it is being efficiently administered 
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today? 

A. Yes sir. 

Q. I suppose that would be true, certainly from 1927 
to 1946? 

A. Yes sir, 

Q. And the duties of that department would be much — 
less onerous then than they are, let us say, today, or have 
been during the past few years? 

A. That is right. 

Q. And which they will be during the period when it 
is necessary to carry out a general freight rate inves-~ 
tigation? 

A. They might well need more staff at that time, 

Q@. Yes. Now, would you care to express an opinion 
as to what you feel should be the duties of the traffic 
department of the Board of Transport Commissioners? 

A. What should be their duties? 

Q. Yes, 

A. oY Noe) Eedo> 7ie6t, . 

Q. You would not like to do that? 

A Nor stir. : 

Q. You do not think, for example, that they should 
be in a position to compile information or statistics on 
what the effect, for example, of a horizontal increase 
was upon industry, generally? 

A. Well, they might make a Study of it in some way. 
But my thought in matters of that kind, whether it is a 
horizontal increase or what not,I do not think the Board ~- 
and I do not want to be considered as saying it caustically 
at all == but I do not think the Board is equipped, or 
could be equipped with the knowledge that railway men get 
all over the country. We have to try to know some thing 


about everybody's business and, perhaps, not too much about 
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any one party's business. 

Q. I gather from the evidence which you gave, 
De Thaits from the brief which has been filed, you feel that 
the railways are much better equipped to handle matters 
of that kind than the Board of Transport Commissioners 
are? 

A, Yes sir, because we are men in the field. We 
are with the public every day in the week and every month 
of the year, 

Q. Then what I do suggest to you, perhaps, along that 
line, .1s0that-Lteis conceivable, I suppose, that the men 
in the railway must think first of the railway? 

A. Naturally! It is only human nature, 

Q@. I suppose one of the reasons which makes you 
such @ valued employee is that your first thoughts are of 
the railway? 

A. You might be Surprised, sometimes, if you saw some 
of the letters we get from our men saying that they think 
that so and so should have a reduction in rates, but we 
might not agree with them. 

Q. Xess But there is a possibility that the 
thinking of railway employees along lines of that kind 
would naturally be biased. I assume that is a fair state~ 
ment? 

Aon Tiiwould think they would be loyal to the party 
they got their cheques from. 

Q. Yes; and after a good many years with the railway 
company, you think in terms of railway revenue. You must? 

A,  Ohsyess? butvdo moti thinks<- > 

Q. All I am saying is that it may be that the Board 
Should have a staff which would, perhaps, be in 2 position 
of a sort of referee to test your views? 


A. I don't want you, to have the idea that railway 
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representatives think only of the railway, because tha t 
is not the way to develop traffic, 

Q. Oh, he must think of business, or, as you tell me, 
he would not get any business for the railway? 

A. Certainly. 

Q. That is an indirect method of thinking for the 
railway. 

A. Quite so. But the railway will not be successful 
if its employees or officers are going to be so strict and 
rigid that they are Only going to think of themselves. 

Q@. Can you come to my point about the possibility 
that the Board of Transport Commissioners should at least 
have a staff which would be in a position, perhaps, to 
act as a referee between the Shipper and the railway? 

A. Well, that is what they are today. 

Q. Yes. They are, if they are qualified, perhaps. 

A. Yes sir. 

Q@. You would agree that it would not be of much use 
to put a man on the ice as a referee of a hockey match 
if he did not know the game? 

A. That is right. 

Q. All I am asking you isis ) Dowyow think the traffic 
department of the Board of Transport Commissioners has, 
Over the years, been in a position to act as a referee 
hetween the shipper and the railway? 

I think you would admit frankly that it would 
be impossible for them to have the knowledge which the 
men in the railways have? 

A. I think they have had a staff that has been 
satisfactory to act as a referee between the railways and 
the shippers. 

Q. Yes; and you think that with all the problems 
which are coming up now they have a sufficient staff of 


experts? 
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A, I-won't say in anticipation of what might come 
before them within the next five years that they have a 
sufficiently large staff to deal with all the problems. 
They may have to increase their staff, But I am sure 
that when the time comes when they may need an increased 
staff, they will apply for it. 

Q. You really feel, with respect to the Board of ; 
Transport Commissioners, that, generally, its duties should 
not be increased, its duties and powers? 

A. Should not be increased? 

Q, Yes? 

A. I do not think it needs to be increased, no. 
Q. So generally speaking you would leave everything, 
Just @s it is today? 

AD eset i -think!ttoi1s-anl right today. 

The present system has stood the test of time, 
and the making of freight rates is where it belongs, with 
the railways. 

If we should do something which the public does 
not like, the public has the right to make a complaint 
and it can. be heard and decided upon. 

I do not think that a store, or anybody else, 
would want someone to make their prices. Thus we want to 
make our prices, in the same way that industry makes its 
prices. But we are a regulated body, and if anybody 
doesn't like the prices we make, he has the right to 
complain, and the right to a hearing. 

Q. For example, when a question comes up, such as 
the question of the effect of horizontal increases, as 
it did in the 30% case, I think, on two occasions in 
that judgment, the Board of Transport Commissioners stated 
that they did not have traffic statistics. 


A, In what judgment? 
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Q. In the 30% case? No, in the 21% case. 
A. I do not know. 
Cer Tethink it 4s on sie 65. 

THE CHAIRMAN: Of what? 

MR, COVERT!) Page 65 of the 21% case, where, in 
the middle of the second paragraph on that page, the 
Chief Commissioner said: 

"One difficulty with respect to the adoption 

of a varying or maximum increase is apparent, 

namely, the lack of reliable traffic statistics 

from which to determine the additional revenue 
which would accrue from flat or maximum increases 
on particular commodities. Further there is not 
on the record anything to enable any éotere 
mination concerning the commodities and sections 
of the country and even the individual rates 
which could best bear the burden of an increase." 

Do you think that the Board of Transport Come 
missioners, perhaps, should not have that information? 

A. I think that there they are speaking about the 
railways more than about themselves. 

Q. Let us not guess about it. 

A, Just a minute. The railways took the position as 
I said in my evidence: that they themselves could not’ 
determine what the yield would be from a percentage 
increase in freight rates with a whole lot of maximas. 

We would not know how much revenue we could 
Obtain from an increase if we adopted such a method of 
increasing rates, 

The Board has not any facilities that the rail- 
ways have not got. The Board would have to get its in- 
formation from the railways. 


Whether the Board will develop some system for 
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obtaining information of that kind from its technical 
staff which it now has == that is something -- that is 
another matter. 

Q. Do you suggest, Mr. Jefferson, that statistics 
of this kind can never be obtained? 

A, There is no end of statistics that you might have. 
But they cost money. costs money to get statistics. 

Lng you are going to have all kinds of statistics 
to show how much volume of every commodity you had, and 
to show the distance it travelled, and all that sort of 
thing which would be necessary to determine, or to make — 
a decision along the lines referred to in that paragraph 
which you have just read, it would be a big task. 

Q. Well now, it might be, conceivably, of advantage 
to the railways not to have statistics of that kind, 
because it is much easier, is it not, to put in a straight 
horizontal percentage increase? Much easier for the rail- 
ways? * 

A. We do not purposely not have statistics for that 
reason. 

Q@. I do not say you do. But I say it might be 
advantageous not to have them. 

A. ~Ltemientbe. 

Q@. Yes. AS a matter of fact, I might even go so 
far as to say that the less people can find out about 
rates on the railways, the easier it is for the railways. 

A, Well, I do not think you should approach she 
that way, because we certainly have no such purpose. 

GQ. tL Sakeyour) Dtrald leads up to this, and I just 
wanted your opinion on it. It all leads up to this: 
That apparently the Board of Transport Commissioners are 


at present unable to put themselves in @ position, perhaps, 


where they can be a good referee. You say thet is not 
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easy? Easy to do? 

A. It would nisah more expense to the Board and it 
would mean more expense to the railways to have statistics 
of that kind available. 

Q. And it might be that, in the final analysis, 
perhaps, they would be no good? 

fin dl ere |. t clisy dA ke getting a little toy and 
not knowing what to do with it after you receive it. 


THE CHAIRMAN: We shall take a recess now. 


(Page 16325 follows) 
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--+-eUPON RESUMING 


MR. COVERT: There were Just one or two more 
questions on that same Subject, Mr. Jefferson. I suppose 
you are pretty familiar with the Situation in the United 
States in the Interstate Commerce Commission? 

Ae es, six, fairly so. 

Q. And would you Say, that the Board of Transport 
Commissioners is as well equipped for the same purposes, 
that is for Statistics and so On, traffic Statistics, 
as they? 

A. I eannot Say that, no, because the Interstate 
Commerce Commission has an enormous organization. 

Q. I mean proportionately? 

A. Well, I don't know if our Board of Transport 
Commissioners has a staff proportionate to the Interstate 
Commerce Commission having regard to the volume of 
traffic in the United States. I would not know. 

2. I suppose it is fair to say that the Board of 
Transport Commissioners, in Canada, in your view, would 
be as fair and impartial to the Shipper as they are to 
the railway? 

A. I would say so. I think that has been 
demonstrated over the years. 

Q. And on that same question, I think perhaps it 
is fair to state that the Interstate Commerce Commission 
has found themselves on occasion lacking in traffic 
Statistics in dealing with, for instance, horizontal 
increases as they have in Canada? 

A. I would say so. TI am Speaking now from the point 
of view of the railway. They have a larger break-down 


in their classifications than we have in this country. 
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Q. Now, the next subject I wanted to deal with, 
was the classifications? 

A. The classification itself? 

Q's Yes. 

A. That is the freight classification? 

Q. Yes. Now, under your equalization plan, the 
Canadian Pacific Railway proposes a continuation of 
the ten classes in the classification? 

A. That would be right, ves, Sir. 

Q. And you are proposing, I think, a relationship 
between these ten classes. For example, the second 
class would be 85% of the first class and so on? 

A. Under the pattern that I outlined in my evi- 
dence, yes, sir. 

Q. Now, you have no doubt made a Study of the 
changes being made in the United States? 

Baw Yess, (Ses 

Q. My understanding is, that in the United States 
they are working on a System now, to have a much larger 
number of classes. Is that information correct? 

A. Yes, sir. You must bear in mind, that in the 
United States they have what they call a consolidated 
classification, but it is only consolidated as to rules. 
So far as the classification ratings are concerned, they 
have three territories; they have the Official Class- 
ification Territory, Western Classification Territory 
and SouthemClassification Territory. They have one 
or two other minor ones but we won't deal with those. 

Now, they have been working for years on a classi- 
fication that will be one classification for all goods 


throughout the United States. We have that in Canada 
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today. We only have one classification in this country. 

Now, in their proposed new scheme of things in the 
United States with one classification for all Territories 
and a new suggested class rate scale east of the Rocky 
Mountains which I gave evidence on which they would hope 
to fit into the territory west of the Rocky Mountains, 
they hope to have more classes and less commodity rates. 

Q. Now, do you think that there is anything to 
be garnered from the experience that they have had in the 
United States that would be of benefit to Canada in that 
respect? 

A. I don't know; it would take years to accom- 
plish.. 

ES: ik 2 sone proposal that you continue with the 
ten, Classes... ls, that) because itis Simpler? 

A. I would think as a first step in equalization 
of rates in Canada, it should be an attempt to equalize 
class rates with the use of the present classification 
and commodity mileage rates and specific or special 
commodity rates where they are related to a mileage 
Scale. 


Q 


we 


Then, with your system of ten classes and each 
class related by percentage to another class - - 

A Percentage on first. 

Q. Percentage of the first class? 

A Yes. 

Q. That would enable you, I suppose, over a 
period, to perhaps enlarge the number of classes? 

A. It could be well fitted into the pattern, yes, 
Sin. 


Q. And the idea, I presume, is to eventually get 
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as many rates on the class rates and eliminate the 
commodity rates. That is it, is it? Is that the idea? 

A. That might be a later possibility, but you 
cannot do all these things at once. 

2. No. Now, I suppose the limitation to a small 
number of classes does make it more difficult to bring 
about a proper relation between the rates of various 
goods because you must have a large number of goods in 
each class. Is that correct? 

A. Well, I will answer you this way, that so far 
as the traffic movement in Canada and in the United 
States is concerned which customarily moves at class rates, 
I would not say there is much difference in their classi- 
fication and our classification, having regard to the 
pattern we are proposing, but when you try to fit into 
that pattern of class rates, grain and grain products 
or something that always moves at a commodity rate, that 
is an entirely different thing. It is trying to get all 
commodities, whether grain or lumber or what, into a 
column, you could call it, or a class and number that 
will fit into that pattern and do away with the commodity 
varir ts. 

Q. That is what creates the Gif Liculey,, is’ LC? 

A. Oh, yes, and I don't know how they are going 
to work it all out without a dislocation of industry. 

I don"t know. That. tis something that remains to be 
Seen. My belief is it is a long way off yet. 

Q. My understanding is that when the uniform 
classification containing ten classes was adopted, in, 
I think, January 1, 1884, that this classification was 


largely a compromise between the various railway companies 
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in Canada, and that the rating on which the largest 
amount of traffic was moving was generally adopted as the 
basis for rating in the new classification then prepared? 

A. Well, I would not want to say yes or no te that. 
It may be right; I don't know. 

Q. I was wondering if you had made a study. That 
was my understanding: in other words, the class under 
which most of the goods was moving in the independent 
class field was the one that was generally adopted so 
that it might be said that what the railways were doing 
at that time was adopting a classification under which 
most of the goods would move freely at that time? 

A. I don't know that I would Say we had ten classes 
back in 1884. 

2. My understanding is that that is when it was 
first brought about? 

A. We might have had five or six classes back in 
the early days and then grain might have had another 
rate and lumber another and livestock another and then 
they were later fitted into the classification. After 
all we had our six classes - eighth class grain and 
grain products largely, ninth class livestock, and 
tenth class, we will say, rough PHrSient-. 

Q. What I was going to suggest was, that if that 
were true (but perhaps you have expressed no opinion on 
it) if that were true, if the railways had stuck too 
closely to that , when conditions had changed perhaps 
an entirely new manner of classifying the goods should 
be arrived at, but I believe you suggested that that 
perhaps would upset industry too much? 


A. It might, and I. will go’ back to what I said 
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this mormming, it might if you had lumber at a ninth class 
rate and you would not depart from it, it might hurt the 
far away man shipping lumber to get to the long distance 
market. 

Q@. Can I perhaps sum it up this way, that you feel 
that that which already can be garnered from the United 
States experience is that our classification has been in 
for such a long period of time that we must more or less 
Stick to what we have? 

A. Well, I will answer you this way, that I think 
that for the time being we should stick to what we have. 
It is going to take a long time to effect an equalization 
Scheme that will be Satisfactory to everybody in this 
country. It won't be done in five minutes, and I imagine 
there will be a lot of objection whenever the scheme is 
ever finalized to a point where some definite suggestion 
can be made. I think that to go farther than that, we 
should wait and see how it works out in the United States. 
It has not been completed there yet, and it may not be 
for another two years or more; I don't know. They want 
to finish it; they are being pressed by the Interstate 
Commerce Commission to finish it, but it does not show 
any Signs of completion at the present time. 

Q. Now, the next subject I wanted to deal with, 

Mr. Jefferson, was competitive rates? 

Re “Yes',, “Sir: 

Q. Now, my understanding is that the Canadian 
Pacific, for the reasons set out in your Brief and also 
in your evidence, feels very Strongly that the railways 
Should have complete freedom in fixing competitive rates, 


that business is in favour of this and that you would not 
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change the situation as it presently exists one iota 
both in Canada and under the practices and decisions of 
the Board of Transport Commissioners? 

Poy That vie erieht. .-z Say there is little use in 
locking the stable door after the horse has been stolen. 

THE CHAIRMAN: What did you say? 

MR. COVERT: He said there was little use in 
locking the stable door after the horse had been stolen. 

THE CHAIRMAN: That is rather Cri ptle. sul 
don't see the application. 

MR. COVERT: I think perhaps I can ask Mr. 
Jefferson the application. TI think perhaps he means 
that if you cannot lower the competitive rate to meet 
the competitive conditions, that you may be too late. 

THE WITNESS: You have got to act quickly. You 
can't wait. If we are going to be tied down with any 
form of legislation that we cannot have some freedom and 
be able to act quickly; why the business is gone. 

Q. Now, you have seen Mr. Frawley's suggestions, or 
Alberta's LY, te St aa I believe the Canadian 
Pacific says about that apart «fromthe ones thing; «that 
they must have the approval of the Board first, the 
Canadian Pacific says:- "Well, all of Mr. Frawley's 
conditions are in fact carried out by the Board now" 
and that the Board does see, for example, that they are 
compensatory. I think it is a pretty fair statement 
that you and Alberta are not very far apart except on 
that one point, that Alberta Says before the competitive 
rate is put in, the Board must make all these examinations? 


A. I would say that would be an impossible situation. 
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Gin Wes, oF understand that. Then perhaps there is 
one other further little difference between you on the 
question of actual and potential competition. Alberta 
Says that there must be actual and compelling competition, 
and you say potential competition, and perhaps you are not 
far apart there, if you could get together on what the mean- 
ing of potential competition is, 

Haly) DRereuneain, 1 you cannot act on potential com- 
petition and the business is gone, how are you going to 
act when you have got actual competition? You are too late. 

Q@. But the real point that I want to discuss with 
you is, I think Alberts in effect says here there are 
certain rules; it must be compensatory, you must be sure 
that the railways gain and do not lose by putting in a 
competitive rate. Now you say that we, the railways, look 
after that; Alberts Says they want the Board of Transport 

Commissioners to make sure that you do? 

tae Yea, sink 

Q@. And you say in effect that it is in the railway's 
interest, therefore it is not necessary for the Board of 
Transport Commissioners? 

A. We say it is not necessary for the Board of 
Transport Commissioners to intercede unless someone makes 
a complaint. 

Q. What I wanted to put to you was this: You say that 
you use rule-of-thumb methods to determine, for instance, 
whether or not a rate is compensatory? 

Bo Wet you want itoutera 4+ rule-of-thumb, yes, sir. 

Q@. Yes. I mean the per car mile revenue, the per ton 
mile revenue, and I think you mentioned six or seven tests? 

fv aves, 

Q. Now, what I want to put to you is, why could not 


the Board of Trensport Commissioners be put in a position 
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So that they could apply those tests as well as the rail- 
ways could, leaving apart for the moment -- Supposing, Mr, 
Jéefrerson , “that the law was not changed in so far as your 
having the right to put in the rete is concerned, but 
coming to the Board of Transport Commissioners checking 2G; 
why should not they be in a position to check that Just as 
well as the railways themselves? 

A. I suppose they are in that position today. 

Qs. You think they are? 

A, What I was objecting to was the prior approval of 
the Board. 

Q. Well, haven't you felt that as a result of the 
hearings perhaps in the revenue cases and before this Com- 
mission, the real fear is that the railways ere not watching 
to see whether or not the rates are compensatory, and that 
the people who sare Suggesting these different methods of 
dealing with compensatory rates are really afraid that the 
railways are putting in rates that are not compensatory in 
order to make sure that they hold the business and that the 
truckers do not get the business once and for 911? 

A. I would not want to think that any representative 
of the Canadian Pacific, or for that matter any railway, 
would publish, would knowingly publish, competitive rates 
that it did not think it was going to make some money out of, 

Q. Well, I think you have made that position clesr, 
end I think Mr. Walker did; but my point is, don't you feel 
that that is the position of the provinces who have been 
talking about your competitive rates, that they fear that 
the railways have perhaps not watched these competitive 
rates closely enough, and thet therefore the Board should 
watch them? 

A. They may fear that, but they have not shown thet 


we have. Now, if they think we have, they have got a right 
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to complain to the Board, and the Board has got to study 
the facts and decide, 

Q. I suppose, Mr, Jefferson, it would be pretty hard 
for a shipper we will Say in Alberta to complain of 3 
competitive rate in Quebec, that 1t was too low; there 
would not be much advantage in him looking at one particular 
rate and trying to prove that that was too low. You are not 
apt to get that kind of complaint. But if the mass of 
competitive rates were at any time too low, then the 
Shipper in Alberts might be affected, because he has to 
pay more revenue to make up the revenue of the railways 
on other rates. 

A. There is one thing you must bear in mind, that, 
es you say, 3a mass of competitive rates -- we will admit 
that there are a mass of competitive rates, but don't forget 
that they are 311 made one by one; eachwone is studied 
Deforeskat tevpublished: <Wexde not publish them en masse. 

os @Phievelsieight:. 

A. They are all considered separately, every one of 
them. Now, I do think that there should be sufficient con- 
fidence in railway management that they would not deliberate- 
ly go out and throw away money and make competitive rates 
lower than was necessary, or lower than what in their opinion 
would give them some return, 

Q.. WelljwnMr. Jefferson, I will. put.it.to you this way: 
You might at times be prepared to, as you call it, throw 
away money if you felt that sometime in the future you would 
get that money back; you might put in a low rate, Mr. 
Jefferson, to hold traffic in the hope that truck competi- 
tion would not become so active thst it would get that 
traffic ;:once and for 311? 

A. Well, I don't know that I could prophesy that. 


Q. You say you have not done it? 
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A. No, sir; we do not EO out--- 

Q. My point is that apparently--- 

A. We do not go out, Mr. Covert, and buy business 
by any such method as that. We make each rate as we think 
it should be made, 

Q. Now, you have Suggested that they should have 
confidence in you , and I am Suggesting that perhaps the 
hearings have shown that they have not confidence in the 
railways, and that is why they sere Suggesting that the 

Board of Transport Commissioners should apply these 
rules of thumb and not Just the railways. Now, what I am 
asking you is, could there be any objection to that? 

A. If the Board wants to apply these tests or any 
test to rates after we publish them, that is something 
they can do any day in the week, 

Q. Yes; now, do you think they should? 

A. Personally I do not think they should be required 
tO, OL dornot think they should be required to except on 
complaint. They do not doit in the United States; it is 
not one of the duties of the Interstate Commerce Commission 
to take the hundreds and thousands of teriffs thet are 
filed there every day in the year, to find out if every 
rate in the tariff is compensatory. They do not do that 
over in that country; why should you have to do it here? 

Q@. Do you say the situation is the same in the 
United Sates as it is here as far as competitive rates are 
concerned? 

A. Just the same. 

Q. Now, you say that you do make each competitive 
rate individually? 

Bed es pcekr . 

Q. And in the cas.e then of each competitive rate you 


do apply these tests? 
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i) Ses, Sir. 

Q. Now, you would not apply all the tests, as I 
think I understand your evidence. For instance, if you 
Pind that the per car mile revenue from a particuler rate 
which you propose to put in yields you above the system 
average or close to it, then perhaps you do not apply the 
other tests? 

A. The other tests? 

Q. .Yes; for instance, the per ton mile revenue test? 

A. Oh, we look at both. 

Q. You look at both; in all competitive rates? 

A. JI would say this to you, that I do not believe you 
could go into our offices where freight rates are made that 
you would not find statements showing the commodity, the 
point of “origin, the destination, the proposed minimum rate, 
and the rate, what it ei cea per ton mile, what 
it would yield per car and per car mile. 

Q. That is every competitive rate? 

fy es, sir; [do not believe you would find any. 

Q. Right. Now, if the per car mile revenue and/or 
the per ton mile revenue were about equal to the system 
average, then you say the railway treats that as probably 
a compensatory rate? 

A, If we sre satisfied that there is a necessity for 
the rate. First we must establish--- 

THE CHAIRMAN: Q. If what? 

A. First we must establish that there is a necessity 
for the rate which we have in mind publishing; that is the 
first essential. We do not just apply a test to something, 
to a rate thet someone comes in and says, "I want this rate 
published to move some traffic." We do not do that. 

Q. No, I understand that. 


A. First we find out if there is any necessity for 
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that rate; then if there is 8 necessity for that rate, then 
we apply our tests to it, 

Q. That is right; and if the test works out satis- 
factorily, then you Puteit An? 

A. Yes, .sir, 

Q. I suppose the word "necessity" there means 
necessivy to meet competition? 


Pee Yes, sin, 


MR COVERT: Q. Then if you find that perhaps the 
per car mile revenue is low, lower than the System average, 
then you look and see whether the per ton mile revenue is 
perhaps higher then the system sverage? 

Awe (VOSS 2, 


Car Pee e910 eS vou may still put in the rate, even 


though the per car mile revenue is lower than the system 


average? 


Ane That tsuri ent, 

Cia eoGaLt both the per ton mile revenue and the per 
car mile revenue sre low, then you may look at some other 
tests: is; that not right? 

A. It depends--- 

, Q. Or you may decide not to put it in? 

A. That is right. We have got to bear in mind the 
other conditions -- how much below it is. 

Q@. And if it is substantially below, you might still 
put it in if there were some other reasons, for example if 
there was some weturn traffic the other way that you would 
not otherwise get? 

P- BLrOUpnt ght do what, wess but d still sey. that you 
would not put the rate in in either direction if you felt 


that it was non-c@ompensatory under the tests. 


Q. Now, you sey the railways have sll this information; 


would there be anyy objection to them filing that with the 
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Board of Trensport Commissioners so thet they could be 
satisfied that these rates were compensatory? 

A. I think it would be 3 tremendous job for every 
tariff you are publishing every day in the week. We have 
got to differentiate between competitive rates and normal 
rates, 

. Yess J. am talking about the competitive rates, 

A. Just competitive rates? 

Oi. NOS, 

oe eh ion t. Now, the competitive rates, you may 
heve a rate from one point to another or from one point to 
é dozen points, we will Say, but where you have got a 
general scale of competitive rates you of course would not 
apply the tests to every one of them; you would apply the 
tests to so many. 

Q@. What you say is, if it works 311 right between 
A and B, it will work out all right between A and C? 

A. Yes, but we make more than one test. But I would 
Say it would be a big job to furnish that information that 
you suggest to the Board every time we publish 2a competi- 
tive rate. 

Q. What you say is this, Mr. Jefferson: Supposing 
the railway when it put in one of these rates -- you say 
you always make these tests, they are put in individually 
-- would it be difficult to advise the Board of Transport 
Commissioners that you have applied the tests and that 
you have found that the tests proved that the rate is com- 
pensatory? 

mee NOG sir. I oseay that all thet is necessary is the 
Systcm you have today, that you sre left free to publish 
these rates, the railways are left free to publish these 
rates to meet competitive conditions, and on complaint 


the information can always be obtained. 
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2. Now, tell me this: Supposing a Shipper in 
Alberta does feel that the competitive rates in Ontario 
are low, that they sre not compensatory, can he 8° to 
anyone in the Conadian Pacific and say, "Now, here, I 
don't want to go and file a complaint with the Board, but 
I would like to see whether these retes are compensatory"? 

A. He could come to us, yes. He could figure it out 
for himself, for that matter, 

Q. Beg pardon? 

A. He could figure it out himself, for that matter. 

Q. He coulda? 

A. Oh, yes; 

@. Oh, I don't think any Shipper surely would be 
able to, would he, Mr.i\ Jefferson? Al1 I want to find out 
is, is the information there available, for instance, for 
Mr. Frawley if he wants it? 

Az eYes. 

Q. He can come along to the Canadian Pacific and 
Say, "Here, I want to find out if Such-and-such a rate is 
compensatory," and you have applied the tests and you will 
give him that information? 

A. We will be glad to discuss the matter with Mr. 
Frawley or anyone else in his province, 

Q. I do not think you meant to be evasive about dis- 
cussion; I mean, can he get the information? 

A. Yes, sir; we will give him such information as 
he needs to make his tests, 


Q. No, but won't you show him the result of your 


- Show him the result? 


A 

Q. Yes; would you show him that they have produced--- 
A. On any specific rate. 
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Ben. MES: 
COMMISSIONER ANGUS: Q. Do you think the possible 
commodity 
loss on any one Specific : °- could make any significant 


difference to the general freight level? 

A. I would not think SO, no, Sir; I would not think 
it could. 

@. In that case would any other shipper except one 
concerned with exactly the same commodity have an interest 
in challenging it? 

A. I would not think SO, no. I think your challenge 
would come lergely from a Shipper shipping the same goods. 

COMMISSIONER INNIS; Q. As a matter of informa- 
Ubon, (des. (the oT OL c. require three days! notice on the 
lowering of rates, as is the case with the Board of Trans- 
port Commissioners? 

A. No, sir. The Interstate Commerce Commission 
require all freight rates, whether reductions or increases, 
to be published on thirty days' Statutory notice, unless 9s 
Special application or an application is made by a railway 
thet wants to publish a rate, on less than statutory notice 
and he gets special permission from the Interstate Commerce 
Commission to do so. 

MR COVERT: Q. But there is 2 difference, I 
think, isn't there, Mr. seffterson, in thet an Canade -- 
for instance, if you are increasing the rate you must apply 
to the Board for approval of that increase? 

fie NO, (Six, 

Q. You do*not have to? 

As ONG») Bir) 

Giat (pie Ure Bert aS thirty days? 

A. Thirty dsys! notice. 

Q@. Well, is there any difference here than in the 


United States in thet respect? 
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A. Not with respect to increases, but the Reilwey 
Act in Canada provides that reductions in rates can be 
published on three days' notice, but increases on thirty 
days! notice, 


THE CHAIRMAN: We will adjourn now, 


---The Commission adjourned et 4:45 p.m., to meet egain 
on Friday, February 24, BU et LOF380 alm: 
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Ottawa, Ontario, 
Friday, February 24, 1950 


MORNING SESSION 


-~--The commission met at LO. SO Aa ue 


C, E, JEFFERSON, RECALLED 


MR. COVERT: Mr. Chairman, when I was examining 
Mr. Jefferson yesterday I think I intimated that as far 
aS competitive rates were concerned, that Alberta wanted 
them approved by the Board before they were put into 
GLLece. I do not think that is correct, and I just 
make that announcement because, in view of the line of 
examination, I do not think it made any qifference; I 
dealt with it with Mr. Jefferson by suggesting that he 
forget that point, or leave that point aside, but I did 
want to put the explanation on the record. 

THE CHAIRMAN: You say that Alberta does not 
go that far? 

MR. COVERT: I think that is correct. 

THE CHAIRMAN: Does anybody go that far? 

MR. COVERT: Yes, I think that is so. 

THE CHAIRMAN: I thought it was. 

MR. COVERT: I think in British Columbia we had 
a submission that there should be prior approval. 

THE CHAIRMAN: Those who do go as far as that, 
how far beyond the present procedure do they go? 

MR. COVERT: I think in most cases, Mr. Chairman, 
it is a case of whether or not certain tests should be 
applied by the Board, as to whether they are compensatory, 
whether or not the putting in of competitive rates do 
improve the position of the railway, and so on. 

THE CHAIRMAN: In the meantime I am talking 


of those who are critical of the procedure. in the 
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meantime would the rate go into effect? As I understand 
it now it would go into effect immediately. 

MR. COVERT: Yes. 

THE CHAIRMAN: I thought that some were advocating 
withholding the effectiveness of the rate until the Board 
had first approved of it? 

MR. COVERT: That is correct. 

THE CHAIRMAN: * But you say nobody 
seems to have gone that far? 

MR. COVERT: I think people have gone that far 
peLoOre. 

MR. EVANS: The Manitoba Federation of Agriculture, 
the Manitoba Co-operative Wholesale Limited and the 
Province of British Columbia -- that is shown in our brief. 

THE CHAIRMAN: Those two? 

MR. EVANS: Those are the three. 

THE CHAIRMAN: Take for instance the. case of 
Alberta, I should like to know if Mr. Frawley can tell 
us later on how far they are critical of the present 
procedure of putting competitive rates into effect. 

MR. COVERT: My understanding is that he is not 
critical at all of putting them into effect, but he wants 
them subject to continuous examination by the Board. 

MR. EVANS: I think perhaps it is only fair to 
say that he wanted a prior application for the fourth 
section + relief; that of course involves in a great 
many cases a prior application; the fourth section 
relief is this so-called long and short haul discrimina- 
tLon. If competitive rates are made applicable to 
intermediate points it would inoue be caw eat amount 
of prior applications. 

THE CHAIRMAN: That seems to me to be the case. 


MR, COVERT: That would follow, Mr. Chairman, 
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if the same principles were applied to all competitive 
rates as were applied to transcontinental rates. Jt think 
the position of the Canadian Pacific is that if you apply 
the transcontinental rate you would have to apply it 

to all competitive rates. 

THE CHAIRMAN: I did not hear you, Mr. Covert. 

MR. COVERT: ‘I say that my understanding is that 
the Canadian Pacific says that if you apply the trans- 
continental rate it must of necessity apply to all 
competitive rates. 

MR. EVANS: I think that is almost inevitable. 
If you applied it only to transcontinental rates, it would 
Pemer cruy oii ricuit: to justify. 

THE CHAIRMAN: I am glad the question was raised, 
because I am under the impression that there is an appeal 
to us to deal with the question of rates not becoming 
effective until first approved by the Board. At some 
later stage we would like to know definitely the position 
of the various parties in that respect, and how far those 
who are interested in the procedure wish to go. 


MR. GOVERT: Yes. 


EXAMINATION BY MR. COVERT (Cont'd) 

Q. Mr. Jefferson, there were two more questions I 
had to ask you with respect to competitive rates. The 
first is, I understand you do agree with the proposition 
that if the competitive rates were unduly low under the 
present system of rate making in Canada, other shippers 
must make up the difference, the same as your argument 
applies in the case of the Crows Nest rates? 

A. Are aoe speaking now from the point of view of 
Lf we made /eompetitive rate that is non-compensatory or 


slightly compensatory? 


Q. I think I used the phrase "unduly low". Perhaps 
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that is not a clear expression. Let us put it this way: 
if the rates are such that when compared with rates in 
other territories, other regions or areas, for the same 
Service -- that is the same type of Stiipper and. 80 on + 
that in effect the other Shippers are perhaps bearing a 
greater burden than they would if these competitive rates 
were not what I call unduly low? 

A. Mr. Covert, I would say this, that Just so long 
as we make competitive rates that pay Something more than 
the out-of-pocket cost, it is no burden on the other 
shippers, but if we made a competitive rate below the 
out-of-pocket cost, then it would be a burden on other 
shippers. 

Q. I will put it to you this way, then: if you did 
put in, or have in effect, competitive rates that are 
below the out-of-pocket cost -- that is the phrase you 
want to use? 

A. Yes, Sirs 

Q. Then it would be fair to say that other shippers 
must make up the difference? 

A. Trade ss Keorrec't, We try not to make them below 
the non-compensatory basis. 

Q. Your point is that the railway does not do that? 

A. Thats rieht. 

Q. But I say that perhaps some other railways do 1t -- 
I am not suggesting that any particular railway does it -- 

A. No, asin. 

Q. But if railways did, would you not agree that 
that would be a reason why there should be close supervision 
over those competitive rates, because of the possibility 
that the railways could do that? 

A. There is a possibility, yes, but I don't think 


they would. I wouldn't think it is good management to do 
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Q. You say there is a probability -- 

A. No, there is not. 

Q. Perhaps the management of the railways will 
not continue to be ag good as it is now? 

A. Then they had better change the management. 

Q. You do not think there should be some protective 
pvovision in the Railway Act that would ensure that that 
possibility should be watched? 

ee I don't think so, because I don't think that 
anyone in the railroad business would have an incentive to 
do business; they want a profit just the same as any 
industry wants to do business at a OroLEc. 

Q. Well, Mr. Jefferson, let me put it to you this 
way: Suppose that provision had been made in the Railway 
Act during the time that these rates were frozen, and 
you could go to the Board of Transport Commissioners and 
establish to their satisfaction that these rates were 
non-compensatory during the period that they were frozen, 
during ents or immediately afterwards; would you 
not have been in a stronger position perhaps to have that 
part of the Order unfrozen? 

A. I don't think -- 

Q. You don't think that would have made any differ- 
ence? 

Q. I don't think that would have been the result 
in practice. I think the railways could have gone to 
the Board during the time of the price control and shown 
that many of its rates were too low, but I don't think 
that would have moved the Wartime Prices and Trade Board, 
because they weren't going to permit an increase in any 
rates. 

Q. Even though the railways were in a position to 


show that they were perhaps in some cases highly non- 


compensatory? 
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A. That. is right; I don't think they would approve it. 

Q. There was one further question I wished to ask 
you. I understand there was a tariff of competitive rates 
fiilede bya the railway on February 1,1950? 

A This year? 

Q. It-ecame into effect February lst. 

AG You are speaking of that pick-up and delivery 
paragraph we were talking about the other day? 

ap Has that been filed as an exhibit with us? 

A. Not that I know of. 


Q. That was a supplement? 

A. Yes, sir. 

Q. I wondered if you could give us a few particulars, 
on that? 


A. I explained that in my evidence the other day, 
I think, when Mr. MacPherson was cross-examining me. 

Q. This same supplement? 

ae Yes, sir. 

Q. Then I won't bother you further with it. 

A. I explained what we had done in this 

Supplement E1351-", the pick-up and delivery tariff. 

Q. Then I will not bother you further with it. 
Mr. Evans has called my attention to a point: perhaps you 
can tell us whether the railways did apply for or ask the 
Wartime Prices and Trade Board to increase the charges 
for Lee? My understanding is that you had quite a 
long negotiation with them, and I think you satisfied 
them that your charges were actually less than your costs? 

A. Yes , sir. 
You were able to do that? 


Thaw 18. Picht. 


And they refused to let you increase your charges? 


> Fe 6 


That is correct, yes, sir, they did. 
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a It was a matter of $8 against $6? 
A. Not at that time; I have forgotten at the moment 
What &k charge for ice we asked for. At that time the 
per “ton 
cost of supplying ice was $4/in all provinces except 
British Columbia, where it was $5. Since that time the 


rates . . . those charges have been increased the 21 per 


cent and 8 per cent. 


(Page 16353 follows) 
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Incidentally, we have increased that again, but 
I don't know at the moment what charge we suggested when 
the PricesBoard refused our application. 

Q. Now then, the next Subject I wanted to discuss 
with you, Mr. Jefferson, was the Crow's Nest Pass rates. 
Now, my understanding iss ana I want you to correct me 
if I'm wrong, that you have two main objections to the 
Statutory control of these grain rates. The first is, 
that you say they are not compensatory or are unduly 
low and, therefore, other traffic must pay a higher rate 
than it should in order to enable the railways to obtain 
the necessary revenue? 

Ae Ves, sir: 

2. And the other is, that the railways are simply 
not being properly paid for the Services they perform 
and you combine with that the proposition that the wheat 
Grower can afford to pay a higher rate because he is 


obtaining more money for his product? 


Q@. Now, I assume that you would recognize that 
when rates such as these have been in eirecti, ror a 
perio ’as lone as" firty years except for the period after 
the First World War when there was a change - - 

A. That applies to the First War and a little 
time later. 

Q. That any sudden increase of a Sizeable amount 
would be bound to be quite a shock to the producer? 

A. Iv depends on the ‘sive, yes. 

Q@. And it might be a severe shock if there were a 


drop in the price of wheat? 
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A. That might be, but I think you would have to 
Pace "ne condition as it is today. 

Q. And then, Mr. Jefferson, would you think that it 
would be perhaps a greater shock to people who are 
producing wheat in, say, areas of low yield than it would 
to perhaps the general average in whieh is perhaps in- 
cluded areas of high yield or average yield? 

A. I don't think anyone would deny the fact, that 
any farmer does not obtain more profit for what he 
produces if he has no yield or a small yield in com- 
parison with the farmer who has 4 good yield. 

2. Now, would you agree, Mr. Jefferson, that the 
wheat grower in the Prairies is in perhaps a rather 
peculiar position in this way, that he owns his land and 
he cannot move it and he really cannot grow much except 
wheat there or grain? 

ne Welle 1 think, Sirs yow will agree that by and 
large in Western Canada today, they are producing more 
than - I will say grain (I won't confine myself to 
wheat) they are producing more than grain today. They 
are producing many commodities in the west. 

Q. I am talking now about the wheat farmer. 

Perhaps yourere Sugeesting to me, Mr. Verfersonr — ] 

must confess I would not know whether you are right or 
wrong, but are you suggesting to me that the average wheat 
farmer in addition to producing wheat and grain produces 
something else like vegetables? 

A. Produces livestock or poultry, or butter. 

Q. Take in Saskatchewan, are there not just wheat 
farmers? 


A. What IT am trying to say to you, 46 that there 
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are more mixed farmers in Western Canada today. 

Q. That there used to be? 

Ane ( YOS,.8ir. 

Q. Well, take the position of the wheat farmer, and 
I presume there must be a large number of farmers who 
just raise wheat} 

A. Who produce nothing but wheat, yes. That may 
be; I am not denying that. 

Q. Well, take that class of farmer, the grain grower, 
he is in rather a tough position ris helnot, invthat, as 
I say, he cannot do much else with his land, and he is 
fixed there? He may sow a large crop and between the time 
that he sows and markets, conditions may change and there 
is nothing he can do about it in the meantime. Now, what 
I am suggesting is, that he does differ in that respect 
from perhaps the manufacturer who can guard his inventory, 
who can perhaps cut his employment, who can cut his ad- 
vertising; in other words, he can take all kinds of 
precautions to change his position over the period that 
the wheat grower cannot do? 

A. To some extent, but every industry, whether he 
is a wheat grower or iron and steel manufacturer or a 
railway, they have all got to contend with the ups and 
downs of business. 

Q. I think that is true, but take your railway, 
Mr. Jefferson, You can cut maintenance and in good times 
there are certain things that you can do that in bad times 
you can cut down, but my point is, that the farmer may 
have planted his crop, expended all his money for fertilizer, 
getting ready and everything else, and then when he comes 


to market it the conditions may have completely changed. 
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I just wanted to find out if you agreed? 

A. Take a depression year; the railways cannot cut 
ali their costs. 

Q@. No, I agree. 

A. Any more than a farmer can cut his costs, we 
WHLE Say,0if he has got a partial crop or no crop at 
all. I do not suppose we will ever see the day that the 
railways would not have some businessbut business can 
get to such a low ebb that you cannot make a profit. 

Q. Well, the Canadian Pacific Railway has 
experienced that? 

ay Yee weir, 

Q. My point is, would you then go this far, with 
me, that there is perhaps a difficulty in the case of 
the wheat farmer that the average business or industry 
does not have, because they are not in that same rigid 
position? 

A. I suppose if a farmer loses his entire crop 
from a drought or hail you might say he is up against it 
for a year until he can get another crop, but after all, 
that is a small percentage of the total unless you have 
got a complete crop failure, but today we are not ex- 
bericncing. such situations. 

Q. Well, I do not want to pursue that much further, 
Mr. Jefferson. What I was leading up to was whether you 
would recognize that the Prairie Provinces, or particularly 
perhaps Saskatchewan, that the expression "wheat economy" 
does appear to be pretty apt, the position of the Prairie 
Provinces, particularly Saskatchewan? 

A. Quite so, but if you analyze the railway 


tonnage in Saskatchewan you would not find it all wheat or 
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ail grain.” I cannot Say offhand what it is, but it is in 
the Government Statistics. 

Q.- Would you agree that if the wheat crop was a 
complete failure in Saskatchewan, that Saskatchewan 
generally would be in a pretty poor shape at the end of 
that year? 

A. I agree with that; I am not looking to see it. 

Q. And you would egree also, I think Nr. Jefferson, 
that this so-called wheat economy is of great importance 
to the Dominion as a whole? 

A. I would agree with that, yes, sir. 

Q. And have you ever noticed whether or not, Mr. 
Jerierson, that over the years, that generally speaking 
when the wheat crop has been large, and the market good 
that the Canadian Pacific Railway has had a good year? 

A. Oh, yes, naturally. 

Q. I don't want to get into an argument about the 
examination conducted by Mr. MacPherson, because my 
understanding is that at one Stage you did say that the 
matter would be left entirely to the Board of Transport 
Commissioners? 

Re loeb is right. 

Q. And at one time you also said that you did not 
think the rates should be the same on grain in the west 
as they were in the Western States? 

A. I said we were not asking or suggesting that the 
rates in Western Canada should be as high as in the 
United States, yes, sir. 

Q@. Then, on the other hand, I think Mr. MacPherson 
brought out that you thought that perhaps 40¢ from Regina 


to Fort William would perhaps not be too high? 
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A. Mr. MacPherson brought out the fact that if we 
took my exhibit, at page 104 I think of the Appendix 
Doviert l, that if we used, I think it was, line.3 - = 

Q. I think perhaps the record is pretty clear on 
that. 

A. And if certain things had been done instaad 
of what had been done and we had applied to it, the 
20% increase now being considered by the Board of Trans- 
port Commissioners - it is noe ine: 3, Ltvis cine po =o 
the computation on line 2 wsuld become 4O¢. 

THE CHAIRMAN: 14¢? 

A. 4o¢. 

MR. COVERT: That is practically double the 
rate? 

weet te right . 

@. And conceivably that might be a fair rate, and 
perhaps even higher? 

A. I think I said it would not be unreasonable. 

Q. Now, what I really wanted to ask you about, 
with that background, is, would you think that that 
would not be - to double the rates on that would not 
be a terrific shock to the so-called wheat economy? 

A. It would depend upon what the farmer gets for 
his wheat. 

Q. It would depend entirely on what he got for his 
wheat? 

A. Yes, sir. 


Q. If he was getting what he was getting today. 


A. I male the statement that if the farmerg was 
getting over $2.00 for his wheat, which I understand that 


is what he is yielding, over $2.00 today, in comparison with 
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what he was yielding at the time the Crew's Nest Pass 
rates were passed in 1898, that he could afford to pay 
more for the movement of his wheat now? 

2. Courd Tt put 1 this way, Mr. Jefferson, that if 
the wheat is $2.00 wheat, you think that the Crow's Nest 
rates generally could be doubled? 

A. I say they can be increased, but I say the 
measure of the rate, whether it is going to be doubled 
Or whet It ls *going to bey is Something for the Board of 
Transport Commissioners to determine. 

Q. I understand your pasition on that, but I 
just wanted to know if it is your feeling, ‘theme r there 
is $2.00 wheat, could the rates be doubled now reasom bly 
and not, to use the expression, be a shock to the wheat 
grower in the Prairie? 

A. Having regard to the increase in price that 
has taken place since 1898, it should not be a 
tremendous shock. 

2. I see. Now, there was one question put to you 
and I just wanted toexamine nae dinne more closely 
and that was, it was suggested to you - I think it 
arose out of a discussion of the critical relationship 
between livestock and livestock products and the suggestion 
I think (I will try to put it as fairly as I can) was 
that you either had to raise one or lower the other 
and I think you said that you could not really raise 
the livestock rate to bring about this critical relation- 
ship? 

Mis EVANS: © FP aon't think ihe, said. thaveshin 
Covert. 


THE WITNESS: I said that I did not think you 
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could raise the livestock rate without a protest from the 
Shippers in Alberta, but I did not think the livestock 
producers in Alberta would look upon an increase in the 
livestock rates with any favour. f{ further said the 
railways could not afford to reduce the rates on meats 
and packinghouse products. 

Q. Well now, perhaps I misunderstood, but according 
to the notes which I have made here, I have at page 
15511 in Volume 77 that you said that the alternative of 
raising the rates on raw materials would be difficult 
because of serious disturbance to existing industry? 

A. Yes, sir. I do not want to Say that the 
livestock rates cannot be raised, but I am sure the 
industry, if we increased the livestock rates, the live- 
Stock producers would Say it was disturbing. 

Q. My point was, Mr. Jefferson, that it seemed to 
me that you might have been talking about something 
Quite different when you were talking about raising or 
lowering the rates to bring about a critical relationship 
and I thought I understood your evidence on that, but 
it did seem to me at this particular place that you 
Sald it would be difficult because of the Serious dis- 
turbance to existing industry. I wondered if perhaps 
the prices of livestock had not increased equally with 
the prices of wheat, whether or not the same considerations 
would not apply there? 

A. I do not know how livestock prices have increased 
in relation 60 wheat, because I have not made a study of 
livestock prices over a period of years, but I think we 
Will all admit that livestock prices would be today much 


higher than they were, let us say, in 1939. They are much 
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higher. 

Q. Then, tell me this. Perhaps you want to change 
that? Perhaps you did not mean quite that, that"because 
of serious disturbance to existing industry?" I do not 
know, but that point Struck me quite forcibly, the fact 
that you said you could not raise the rates on livestack 
because it would have caused serious disturbances to 
existing industry. 

I will read you from page 1551 ae 

"It may be said here that the rates on low grade 
commodities in Canada are generally so low that 

it would be disastrous to the revenues of the 

railways, to reduce the rates on finished products 

to anything nearly approaching parity with the 
rates on raw materials. It follows as a practical 
matter, that the alternative would be to raise 

the rates on raw materials. If this were done, it 

would be difficult to make the changes in such a 

way that serious disturbance to existing industry 


could be avoided." 


(Page 16365 follows} 
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Now, at the time I hod teken from this, because you were 
discussing at the time this critical relationship on the 
raw and finished product, thet you meant from. that. that 
you could not raise the rate on livestock because of 
serious disturbance to existing industry? Perhaps that is 
not what you meant? 

A. I thought we were talking -- this is the direct 
examination, this page. 

Wer Tnat 23 correct, 

A. Yes. We discussed it in direct and we discussed 
it in Cross-examination, but I am not Saying that the 
livestock rates could not be increased. We have shown oe 
our submission that the livestock rates are low; they are 
very low. 

Q@. They are low, Now, tell me this: Do you think, 
Mr. Jefferson, that they could be raised Substantially? 

A. Personally I think the livestock rates could be 
raised, but what I was trying to emphasize was that they 
could not be raised without 3 protest from the producers, 

Qiae! Yourco not think, Mr. Jefferson, that you could 
raise the grain rates without @ protest from the producers? 

COMMISSIONER ANGUS: Q. I was going to ask be- 
fore that, if the livestock rates were raised by the 21 
per cent--- 

Age Ves, sir, quite right, but you understand--- 

THE CHAIRMAN: Q. When you refer to industry, I 
Suppose you mean the growing of the livestock; you call that 


an industry? 


A. Yes, sir; well, I will call it a producer, because 


I think it is better, 
Q. Quite right. You say that the rates could be 


raised, but not without a protest? 
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Mr. Jefferson 
Q. Well, do you know, or do you believe, that it 
would have any effect on the production of livestock 
itself if the rates were raised? 

If the livestock rates were raised reasonably, I 
would say no. We have got to bear in mind on the live- 
Stock -- snd I explained it once in my evidence -- that 
in 1921 we wiped out sll of the 1920 increase on live- 
stock within Western Canada, within Eestern Canada, and 
from Western Canada to Eostern Canads, and the rates have 
remained there ever since except for the 21 per cent in- 
crease in 1948 snd the 8 per cent increase in 1949. Now, 
to that extent the livestock rates are depressed in com- 
parison with the increases on other commodities. 

THE CHAIRMAN: I see, 

COMMISSIONER INNIS: 2. Would it have any effect 
on particular livestock? That is to Say, your rates as 
they are quoted in your appendix ere the same for hogs, 
Sheep and cattle? 

A, They are what? 

Q. They are the same per hundred pounds to Toronto 
and to Montreal? 

A. Oh, yee, 

@.- Would the increase in the rates tend to imply 
greater emphasis on one or other of those products? 

A. No, sir, I would not think so. You mean one or 
the other livestock? 

Q. Theat is to say, would it favour production and 
Shipment of hogs es against cattle? 

A. I would not think so,. They all take the same rate. 

Q@. Yes, but they are quite sa different--- 

THE CHAIRMAN: Q. You cell them all livestock? 
Aa 288, 48ir. 


COMMISSIONER INNIS: Q. They are quite a differ- 
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ent commodity? 

A. Quite so, but the price, whether it is cattle, 
Sheep Or hogs, has Bone up. I do not think you would 
find if you enalyzed what has happened over 3 period of 
years that one had increased and the other had been 
reduced in price, fT think they have 311 gone up. Whether 
they have all Sone up the game percentage or not I do not 
know. 

Q@. Well, that is the point that I Wes wondering 
about, whether this increase, this blanket increase of 21 
per cent and 8 per cent, would tend to change the relative 
emphasis on one or the other product. I think you said 
about their dressing out at different rates? 

Oh, well, that is critical relationship. 

Q@. That is what I mean. 

pre £es, Sir. What Tr sata in my evidence was that 
cattle, sheep and hogs take the same rates. The loss in 
transit in one animal, that is, whether it is cattle or 
sheep or hogs, would vary, the percentage of product from 
the three different animals varies, the -rates on the meats 
and the packing house products ere different, and I did not 
See how you could make freight rates on any such system as 
proposed under this scheme of neutrality or critical relg- 
tionship. 

Q. My only point is thet the blanket increase does 
destroy or Cinange the relationship, change those varying 
relationships as between the one product and the other, for 
reasons thats you have indicated? 

Pe Wea, £ do not think so. First, if all the lives 
Stock rates go up 21 and 8 per cent, the meat rates go up 
el and 8 perr cent. If the packing house products go up 21 
and 8 per cgent, the relationship is not disturbed, 


Q. Havve you made any study of the prices of these 
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respective commodities in the eastern market as well as 

the western market or any study of the relation between 

the prices of meat of those products? 
A. I have not made any study of the price of the 

live animals or the products of the animals. 
Q. Well, you would not be able to say unless you hed? 
ay hoe sir: 

THE CHAIRMAN: Q. Mr, Jefferson, you said just 
now that if the rate on livestock was increased there would 
be a protest from the livestock producers of Alberta? 

AS ALeey sins 

Q. What sbout the rest of the country? Have we 
heard anything from Saskatchewan about that? 

Have you said anything to us, Mr. MacPherson? 

MR MACPHERSON: Oh, yes. At the hearing at 
Regina there was quite s lot of evidence given on that. 

THE CHAIRMAN: Well, tell me, what is your posi- 
tion? What is your position on the question of whether or 
not the rates on livestock might be raised? 

MR MACPHERSON: Well, we oppose the increase of 
rates on livestock. You may remember, I think it was Mr. 
Robertson of the Saskatchewan Co-operative Producers gave 
evidence in connection with that phase of it, and put into 
the record a great deal of evidence dealing with the 
freight rates on livestock being shipped, and the reason 
why there should not be any increase in respect of live- 
Stock rates -- the effect that it would have on the in- 
dustry. 

THE CHAIRMAN: He said it would have an effect 
upon the growing of livestock? 

MR MACPHERSON: The raising of livestock; and 
also of hogs, not only catt.le but hogs as well. 


COMMISSIONER ANGUS3: Q. Mr. Jefferson, was there 
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any protest from the industry, or anything you could de- 
Scribe as a protest from the industry, in connection with 
the 21 and the 8 per cent increases? Did the livestock 
industry complain that that was making it difficult for 
it to operate? 

A. Not that I know of, no, sir. 

MR EVANS: There was in the west. You were not 
in the west. 

THE WITNESS: I beg your pardon? 

MR EVANS: You were not in the west. 

THE WITNESS: You mean before the Royal Commis- 
Sion? 

MR EVANS: No, no; before the Board, before the 
Board of Transport Commissioners. 

THE WITNESS: Well, I won't say there was not 
8 protest on the contemplated increase. What I thought 

Dr. Angus was asking was, efter the increase was made 
was there any protest. 

COMMISSIONER ANGUS: Yes. 

MR MACPHERSON: I think, Mr. Cheirman, in enswer 
to Dr. Angus's question, there wes a protest during the 
hearings of the Boerd in the west, not only by witnesses 
on behalf of the ranchers and the procegsors but others as 
well, and then there wes at the hearing of this Commission 
in the west evidence given by wey of protest at the 
results of the increase of the 21 per cent; 
there was protest to this Commission by Mr. Robertson, as 
I recollect his evidence, im respect of the el per cent 
increase and the effect of that itself on the livestock 
industry. 

MR COVERT: Q. Mr. Jefferson, I did not really 
mean to get into the businesgss of the rates on livestock, 


but it did seem to me -- and again I want to put enother 
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part of your evidence before you -- it did seem to me that 
you intimated thet there could not be a great chenge in 
the rate on livestock without causing considerable upset 
to the livestock industry. I just want to read to you 
egain from the same volume 77, at page 15513 -- and this 
again is in direct evidence, 
Heres, sir. 
Q. At the top of the page you say: 
ate in RASHOPERGE economic planning of the broadest 
kind, it would be dhe i cultsrifwmnoes impossible, to 
bring about the result desired by Alberta. The extent 
to which this plan would have to go if it were limited 
to railway rates, might have serious consequences uppn 
the revenue of the railways and would most certainly 
have serious consequences on existing industry." 
Then later on, down about the middle of the next paragraph, 
efter you have discussed the rates on livestock as compared 
With the rates on -dressed meats and so on, you say: 
"It would, in the opinion of Cansdian Pacific) pe 
impossible to raise the rates on livestock GO 6 sur?rt — 
CRENU LY Vateh (Level ‘to bridge the difference without 
inhibiting the movement of livestock to existing plants,” 
A. That is, to do what Alberts wos asking. 
THE CHAIRMAN: Without inhibiting the movement of 
kivestock? 
MR COVERT: The movement of livestock to existing 
pients . 
THE CHAIRMAN: Existing plants? 
THE WITNESS: Packing plants. 
THE CHAIRMAN: Q. Have you reference in this to 


Alberta only, or all over the country snd in the United 


States? 
A. Oh, well, all over -- not the United States, 
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no, sir, but Canada. But there is one thing, Mr. Covert, 
that you must bear in mind, that in the direct evidence 
with respect to the critical relationship we were not 
talking entirely of livestock versus dressed meats and 
packing house products. I have made the statement that 

if you were going to establish by law eny such principle 
on livestock versus fresh meats end packing house products, 
it would not end there. 

MR COVERT: Q. TI understana thet. As I say, Mr. 
Jefferson, I quite follow your ergument, I think you put 
Poa Be in practically one paragraph in cross-examination 
the other day. 

tues, SLY. 

Q@. What I wanted to find out was, it seemed to me 
thet you were of the Opinion that the rates on livestock 
could not be raised substantially without having a tre- 
mendous effect either on the livestock industry itself 
or perhaps on the associated industries, the packing plants. 

Now, all I wanted to find out is whether or not that is so? 

A. I do not want to be misunderstood here. I have 
said the livestock rates are low. 

Q. Yes, 

A. The yield is low. 
Q@. Yes. 

A. I say the livestock rates could stand an increase 
without imjury to enyone, but to increase the livestock 
rates to accomplish what lberta is suggesting, you would 
have @ serious protest from the producers of livestock, and 
LI am sure that it would not be necessary for me to say that 
they would come in here and say, or go before the Bosrd of 
Tran'sport Commissioners and sey, that we sre destroying 
the livestock industry as such. 
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ides there. 

Q. You say the rate on livestock is low? 

fe.  LESs Bix. 

Q. Therefore you think it ought to be increased? 

Ay Yes, -sir, 

Q. Now, while it is low, would you Say that it is not 
compensatory? 

A. We have said that, yes, sir, 

Qee You. do say. thet? 

Mieke COUld refer you to the exhibit if you would 
like me to. 

Q. No, no; I just want to refresh my mind as I go 
along, 

AG. Yes; sir. 

@. You go so far as to say that it is non-compensatory? 

Bh. VOSa sity di think in one instance that we showed 
in our exhibit thst the revenue per car mile on livestock 
was less than ten cents; I think it was nine end a fraction 
cents a cer mile, 

MR COVERT: Q. As a matter of fact, Mr. Jefferson, 
Would you say that it has been 2 policy of the railways to 
keep the rates on livestock low to encourage the livestock 
industry? 

A. I would say so, yes. 

Q. Now, my point is this -- again I would just like: fay 
take it that far -- you can conceive that if you raised it 
Substantially it ‘would have quite an effect on the industry? 

Ae ORs eyes, You can price any industry--- 

Q. Mr. Jefferson, I understand that at the time of the 
1921 reductiom in rates, beef, that is, on the hoof, was 
worth about tmree icents a poung? 

A. Three cents a pound? 
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A, That may be; I don't know. 

Q. And today it would be worth about twenty? 

A. I could not say offhana myself. I think it may 
be worth $20 a hundred today, 

Q. It is in the order of almost seven to Ons, OLf ny 
figures are correct? 

A. I do not think anyone will deny the fact that the 
price of live animals or the price of the products of the 
animals is very much higher today than it was when those 
rates were put in in 1921, and that the price has gone up 
meny, many times more than the increase of 21 and 8 per 
cent applied to the rates, which is all that has been 
applied to them, 

Q. And the rates, the railway rates, have gone up 
nothing in proportion, nothing to what the price--- 

A. I agree with that, yes, sir. 

Q. Now, Mr. Jefferson, in connection with the com- 
parison of freight rates on grain in the United States and 
in Canada, I think you have agreed that the high rates in 
the United States are at least partly due to the fact 
that--- 

A. Are at least what? 

Q. The higher rates in the United States are at least 
partly due to the fact that they do pay more wages to the 
railway employees in the United States? 

A. Oh, I wuld say yes, that the railway costs, 
railway unit costs, may be higher in the Stetes than in 

Canada, but they sre not thet much higher. 

Q. I think the wages over there sre approximately 
e5 per cent higher; do you know that? 

A. I could not answerzr that. 

Q. Now, you have alseo said, I think -- end I want 


you to correct me if I em wrong -- that, generally spesk- 
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ing, rates Pignt Straight throughout the United States 
on practically everything are higher than they are in 
Canada; is that correct? 

A, I think that is Substcatially correct today, yes, 
Sir. You will find some individual commodities where the 
rates may be lower in the States than in Canade, but in 
the main they are higher in the United States, 

Q. Now, have you made any study at 3171 to Satisfy 
yourself as to what a proper comperison of the erein rates 
in the United States and Caneds would be, thet in°t> Soy, 
taking those things into consideration? Supposing, for 
example, you have a 40¢ rate in the United States where 
you have a comparable rate in Canada of shall we Say 20¢? 

fi Pat: LS pretty close, Winnipeg to -- no, fos 1p 
is wider than that today. 

@. Well, 40 to 18? 

A. Well, we will Stick to Regine, if you like, 

Q. Yes, 

A. Regina to Fort William is 20¢, and Whately, Mon- 
tana, to Duluth for the Same distance is 554. 

Q. Now, it is 20 to 55? 

A. Yes, sir. 

Q. What I am Saying is, have you made any calculations 
at all g4ving weight to the differences in rates generally? 

A. Wages? 

Q. Giving? weight to the difference in rates gener- 
ally? In other words, I presume you would go this far, 
that if rates in the United Ststes were generally say 25 
per cent higher -- I am not suggesting they sre, but if they 
Werre -- then you would want to make a comparable calculation 
between the American and Canadian rates on wheat? 

A. Yes, sir. Well, I mean we have not analyzed 


every rate in Csenada with the rates in the United States, 
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but I showed in Exhibit 165, which you might sey is the 
only over-all comparison that you could make, thet on the 
lines of the Great Northern end the Northern Pacific 
their grain Peys 3 higher revenue per ton mile than sli 
of their traffic except grain, whereas in Canada it is 
just the reverse, 

am YOS, 1 understand that. Tf Suess I am not meking 
myself clear. What I wanted to find out, Mr. Jefferson, 
was this: Supposing you would come to this conclusion, 
that because you say the United States rates on wheat 
should be properly comparable with those in Canada, bearing 
in mind that the United States rates generally speaking sre 
higher, whet would the rate in Cansds be to bring it up 
to the United States level, subject to that differential 
that “sis there on all rates? 

A. Are you Speaking only of grain or other traffic? 

@. Yes, just grain, I a talking sbout. 

A. I have never looked up--- 

Q@. You have never made a calculation of that kind? 

A. No; but it would be so much higher; it would be 
era hed anything that.we have dn mind, 

Q. It would be? 

Ae Oh, yes. You see, the only over-a11 comparison 
of that kind you can make is ton mile yields, Now, ton 
mile ylelds in the United States on all traffic is more 
than it is in Canada; on grain it is more then it is in 
Canada, 

Q. Then would you think that you would try to 
edjust grain so that it would give the same comparative ton 
milee yield as--- 

A. We are not suggesting that, 


Q@. You do say, Mr. Jefferson, that there is 9 much 


greater disparity between the grain rates in Canade and the 
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United States than between other commodities in Canads 
and the United States? 
A. Speaking of Western Canada compared with Western 
United sates, I would Soy yes, 
THE CHAIRMAN: Q. Does that compsrison hold true 
if you compare American rates on livestock with Canadian 


rates on livestock? 


(Page 16378 follows) 
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A. I don't know whether I have a comparison here of 
the United States rates on livestock with Western Canada; 
Romi ona nie i have, but I think I would be quite safe 
in saying that the livestock rates in the western United 
States, like to St. Paul market or Chicago market, are 
much higher than our livestock rates in Western Canada 
to the Calgary or Winnipeg markets. 

Me. ‘COVERT. Q. Now, Mr. Jefferson, you recall 
the other day you filed Exhibit No. 178 showing the wheat 
acreage in the United States, and the amount of export 
in the United States and Canada, and at about the same 
time Mr. MacPherson filed Exhibit No. HiQe “Hire 
MacPherson's was the one for, I think, the period of 
23 years? 

A. Ihave forgotten about it now, 

Q. I will just hand you here the two copies. That 


was the one you filed, and this is the one Mr. MacPherson 


filed? 
A. Yes ,\psir. 
Q. I made a rough calculation, and it seems to me 


that the average United States crop had been somewhere 
in the vicinity of 850,000,000 bushels as compared with 
Canada's 375,000,000 bushels. 

THE CHAIRMAN: For how many years? 

THE WITNESS: For what period? 

MR. COVERT: @. About a 23-year period. Ang 
that the United States exports had over this period been 
142,000,000, whereas the amount exported by Canada had 
averaged about 247,000,000. Now this would indicate that 
Canada not only exported a far greater volume percentage- 
wise, that is approximately 66 per cent, as compared with 


the American figure of 16; but Canada has actually exported 
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A In the United States? 

Q. Yes. 

A I haven't the figures. 

Q. I say if that is so; and the Canadtan consumption 
was apparently around 34 per cent -- again on the rough 
calculations -- 


A. You are speaking of Canadian consumption at 34 
Der “cent? 

Q. ves. 

Le That is not very far out with my exhibit 178, 
where I show percentage of export at 61.1 -- say 61 -- 
that would be 39 for domestic consumption. 

Q. I think the real difference between the two, 

Mr. Jefferson, is the American figures; they are vastly 
different than, perhaps, the average over a tong period 
of years. {I will come to that in a few minutes. 

A, That may be; I just made this exhibit up to show -- 

Q. I just want to see if those figures are anywhere 
near correct: 66 against 16 for exports. Would you not 
agree that there would be a vast difference in the position 
of the farmers in the West, of Canada and the United 
States, where the one has a very substantial domestic 
market, and the other depends to a much larger extent on 
a foreign market? 

A. I don't know; I would doubt it, as long as -- 

Q. You think, My. Jefferson, that it doesn't really 
matter, as far as the farmer is concerned, whe ther he must 
look to a domestic or a foreign market? 

ae No. I say the farmer has got to find a market 
for his product, but if he has a market and is getting a 
reasonable return, then it makes no difference whether 
that market is a home market or a foreign market. 


Q. There would be this difference, would there not, 
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that a country can sometimes control its domestic market 
much better than its foreign markets? 

THE CHAIRMAN: How did you say that? 

MR. COVERT: A country might be able to control 
its domestic market better than it could a foreign market. 

THE WITNESS: Yes, I think I admitted in my 
evidence that Canada is more dependent on an export market 
than is the United States. That does not follow that there 
is an unsatisfactory return. 

MR. COVERT: Q. I am not Suggesting, MY. 
Jefferson, that there is an unsatisfactory return. i 
Just suggest that it might make a substantial difference 
in the position between the two farmers, one in the 
western United States and the other in western Canada, 
where one has a much larger domestic market and the 
other is more dependent on an export market. 

ae it might. but. I don't think it dees, 

COMMISSIONER ANGUS: @Q. Is it suggested that 
help to industry by way of price maintenance is easier if 
there is a big home market? 

is i think’ that is so. 
Q. In the United States. 

THE CHAIRMAN: Of course, I do not suppose 
there is any way of doing it, but it must be remembered 
that when you talk about export of Canada's wheat at 
66 per cent, that he RE the whole of the Canadian 
wheat; it includes the wheat grown in eastern Canada as 
well as in western Canada. 

MR. COVERT: That is correct. 

Mr. MacPHERSON: Then you must also remember 
that there was this difference between the figures 


submitted by Mr. Jefferson in 178, and thoge I put in 
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in 179; the exhibit 178 of Mr. Jefferson took into 
consideration the production of wheat in western Canada, 
whereas, in 179, I have shown all the wheat grown in 
Canada, whether it be Ontarig, the maritimes, British 
Ve Wnt ane. So, on, 16 as. ali there, 

THE CHAIRMAN: It seems to me there must be a 
much greater percentage of wheat grown in western Canada 
which is exported, than that of eastern Canada for export; 
you are talking of course now of the freight rates that 
affect only western wheat; we are not talking about 
domextic rates, , 

MR... COVERT: No,.. I think, Mr. Chairman, it was 
made very clear at the time Mr. MacPherson filed his 
exhibit, that there was this discrepancy between the two 
exhibits, the one filed by Mr. Jefferson and the other 
filed by Mr. MacPherson. I have not attempted to deal 
with it accurately -- 

THE CHAIRMAN: I understand; I am just pointing 
out these things. I think we should keep them in mind. 

COMMISSIONER INNIS: Have we on record the 
difference between the prices in the United States and 
the spricesin, Canada? 

MR. COVERT: There was a graph filed as one 
exhibit showing, I think, the present close relationship 
between prices, and then there were some figures filed. 

I would say this, Dr. Innis, that I do not think we have 
complete information in any respect, as far as prices are 
coneerned. 

THE CHAIRMAN: Not now, but the market quotations 
on the Chicago, Winnipeg markets 

MR. MacPHERSON: I prepose, Mr. Chairman, to 


file information in this connection. 


MR, COVERT: Q I think, Mr. Jefferson, the 
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point has been cleared up, but in case it hasn't, I 
believe it is true that the American production in the 
last few years has been far in excess of our ordinary 
production, and, as a matter of fact, I think it has been 
encouraged for a specific reason, namely, the export of 
grain has been encouraged under the Marshall Pian, has. Lt 
not.% 
he. LI don't think they have encouraged production to 
the extent of bonusing grain for the purpose of increasing 
production. I don't think so. I think what Mr. 
MacPherson said was that there was -- and I can'f express 
it; I would have to ask him te do so -- but there was 
something done to help the marketing of the crop that 
was produced. 
THE CHAIRMAN:Q.Are you now talking of the 
United States? 
A. ¥os, sir, 
Q. I understand that there was a bonus on exportations 
of so much a bushel? 
MR. COVERT: That was my understanding. 
THE CHAIRMAN: Was that not because they were 
Making particular effort to feed Burope? 
MR. COVERT: That is my understanding. 
THE CHAIRMAN: There was a high export during 
those years. I think Mr. MacPherson told us of the 
bonus system. 
MR. MacPHERSON: My understanding is that it 
was 50 cents a bushel, to the extent of 168,000,000bushels 
on this crop year. Then of course there are other means 
of stabilization; they have a loading system, and so on, 
down in the United States, particulars of which I propose 


to give to the Commission later. 


THE WITNESS: All I was pointing, out, Mr.Chairman, 
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was that the bonusing was not for the purpose of increasing 
proauction,’ that’ is alt. 


THE CHAIRMAN: Q. No, it was for increasing 


exportation. 

A. Lom, SLp; 

Q. Which might have its effect, of course, on pro- 
duction? 


Ae If it lasted long enough, yea; sir. 

MR. COVERT: Q. Mr. Jefferson, I-would like to 
ask you this: you have been until you~were recently 
appointed Vice-President in the position, I believe, of 
General Freight Traffic Manager for the C.P.R.? 

A. Yee, sir. 

Q. i suppose it’ would’ be fair to statel that holding 
that position you would have considerable worry Byer the 
Pacv Of tne Loss’ of short-haul’ trarfic? 

A. Oh, it has been over a period of years. 

Q. And you would also agree, I think, that in the 
future there is a steady dependence on long haul traffic? 

A. No doubt. I don't know whether we are going to 
pocoumy greater tendency for lone haul’ trarric in’ the 
future than we have seen in the last ten or fifteen years 
a Os 

Q. that is’ very, very important to the existence or 
your railway? 

A. Quite so. 

Q. I suppose it’ is Tair to say that that ts One oT 
the reasons why there is this feeling on the part of tne 
railways that grain rates should be taken out of the 
Statute? 

EB. Well, that is one of the reasons for asking for 


Rc,*bau there is this that “you have to bear in mind: 


if the railways can't get sufficient revenue to meet their 
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requirements from short haul as well as long haul traffic, 
long haul traffic has got to pay for it. 

Q Pheatris true; There is this great bulk of long 
haul traffic which, as you say, is not bearing its proper 
Share? 

A That is» right: 

Q. And so that would be one important reason why the 
grain rates, in your view, must be taken out of the statute? 

Ae But it wasn't because of the competition on 
unregulated carriage that we Suggested the statutory 
provisions in the grain rates be removed. 

Q. I am not suggesting that, Mr. Jefferson. Po Just 
wanted to find out if that was not really part cof your 
thinking in this matter that, here is this big chunk of 
traffic that no matter what happens to the cost there can 
be no increase in the freight rates on it? 

br That is correct. 

Q. And it is long haul traffic, which the railways 
generally have a most complete monopoly on, and if you 
could bring this change about it would ensure your 
position in the lung haul field certainly to a greater 


extent? 
that 


Age Les Lod fsthe ttraffic/canefford iis Wkarced A 
higher rate, I don't think anyone will admit that the rates 
charged in 1889 are reasonable rates for 1950. 

Q. I understand that argument, Mr. Jefferson. 

Ris But what I was going tomy is that it is not only 
unfair to all other shippers, as you have already said, 

Bub it is: aleq uunfair because these short haul rates 
you are complaining about -- I don't say you are com- 
plaining about them, but you are mentioning them -- if 
they get up so high it will make it difficult for us to 


meet the competition in the short haul field. 
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Q. There is this chunk of traffic which is not 
bearing its proper Share, and which is continually forcing 
you to raise your rates on other traffic, which will become 
so high that you cannot -- 

KY Which ones will become so high? 

Q. The short haul, and perhaps some of the others 
also. 

re If we get the short haul rates too high there 
is always the tendency of losing more of that traffic. 

Q. I understand that argument. 

A. Yea. 

Q. Therefore you say that is one of the reasons 
that this must necessarily come under the Board of 
Transport, so that these rates can find their proper level. 
That is your view? 

AM That is our view, yes, sir. 

Q. I put this to you, then: perhaps that is one of 
the reasons why the farmers of the west are apparently 
fearful of placing it in the hands of the Board of Transport 
Commissioners, because they say -- I am just suggesting 
that this is the argument -- the farmers say, in effect, 
the railway is losing its short haul business, and they 
must loolkeGorlong' haul traffic; they have toikeep -e 
monopoly on grain rates, and it will perhaps be an easy 
matter for the railway to show that these grain rates 
must bear a larger share of the incoming revenue to the 
railways, because under the general provisions of the 
Railway Act they provide that just and reasonable rates 
must produce revenue for the railways; here the railways 
will increase this beyond what we can bear, and it will 
pe a shock to the industry, especially in view of the 
fact that even though it is going to be fixed by the 
Board of Transport Commissioners, it could stand a double 


rate (Page 16390 follows) 
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fi‘ Yes, sir, it could stand ahigher rate, yes. 

Q. And perhaps that is why they insist that this 
remain in the hands of parliament. So, what I want to 
come to now, bearing what I have Just said in mind, is 
what you would do if the case did come before the Board of 
Transport Commissioners, and I want to ask you this first: 
if you went before the Board of Transport Commissioners on 
behalf of the railways, woulda you advance as part of your 
case or, if it were advanced by the other side, would you 
oppose this proposition, the fact that the West is based 
on a wheat economy? Would you agree with that proposi- 
Gion in the making of the new rate? 

a Well, we would agree that the wheat economy has 
a lot to do with the West, but we do not Say that the 
West is entirely dependent upon it. There 16.6 Lotsor 
business in the West besides wheat. 

Q. Do you think the Board of Transport Commissioners 
should give some effect to that in fixing the rates? 

ee I don't know; I would not say so. 

THE CHAIRMAN: I think you have raised a point 
there. What power would the Board have to give effect 
to the economic reasons you are suggesting? Supposing 
these rates were liberated from statutory control and it 
was open to the Board to regulate, we have heard a great 
deal about power and lack of power. Now, supposing the 
two parties, to take an extreme case, supposing the 
railways said: "No, we want the highest rates that we 
can reasonably ask for"? 

MR. WOVERT:.” Thatecls..exactly my point. The 
point is that the Board of Transport Commissioners could 
not compel them, perhaps could not compel the railway to 
put in special rates with that in mind, but nevertheless 


the Board has said, for instance, they put in a special 
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rate -- perhaps not a Special rate, but they did temper 
the rate on coal and they gave as a reason, if my recol- 
lection is correct, that it was very important to the 
national economy. Now, what I wanted to find out was 
if the railways advanced that as a reason, the Board of 
Transport Commissioners might say: "Well, yes, we will take 
that into consideration in fixing this rate. > “nur if 
the railways opposed it, then the Board of Transport 
Commissioners might say, "Well, we have no power to 
@ecice mateers-of this kind". That is why I wanted to 
ask that question of Mr. Jefferson. 

MR. EVANS: It is pretty difficult for Mr. 
Jefferson to answer what he would do or what he would say 
to the Board in a given instance in the future. iG Pokal BR grene 
Suppose he has given his mind to exactly what he would say. 

THE CHAIRMAN: I think the way it looks to Mr. 
Jefferson would be of importance to us. 

MR. COVERT: My point is, the Canadian Pacific 
Railway has advanced this matter very seriously and it 
is a very serious matter and presumably -- 

ME. wtVANS* J am not suggesting it. is, not serious. 

MR. COVERT: And I am not suggesting that you 
are isugeesting that 1t is not serious. If I may be per- 
mitted -- 

THE CHAIRMAN: What was that? 

MR, COVERT: Mr. Evans just, if I may use the 
expression, heckled me by saying that he was not suggesting 
that it was not a serious matter. All I am saying is 
that I presume that Mr. Jefferson in the position which 
he holds, must have given this matter a great deal of 
attention because he has said that "We would place this 
matter before the Board and allow the Board to determine 


this rate" and, as a matter of fact, there was a 
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discussion between Mr. Evans and Mr. Jefferson on the 
point -- I think Mr. Evans asked for permission to consult 
Mr. Jefferson as to whether or not they would make it a 
condition that the Board of Transport Commissioners would 
propose the rate first. SO, aS I say, I presume that 
Mr. Jefferson has given this matter a great deal of 
thought. 

THE CHAIRMAN: Well, he certainly must have, 
having regard to the examination of Mr. MacPherson. 

MR. COVERT: That is what I esked Mr. Jefferson 
first, would you think that the fact that the rates have 
been inverfect for so “longs time, that perhaps the 
railways themselves might advance to the Board of Transport 
Commissioners that the rates should be advanced gradually. 

Q. Have you given that matter any thought? 

A Nov "sir. 

a, You have not? 

A NOU UE, If you are asking me what we would do 
when we got to the Board of Transport Commissioners, I 
would say to you that we would no doubt develop the subject 
as we developed it in our submission here,that is, the 
part of the submission that we were prevented from putting 
in here. 

THE CHAIRMAN: That you were what? 

THE WITNESS: Prevented from putting in here. 

THE CHAIRMAN: Q. Perhaps one of these volumes, 
Part I or Part II, does go so far as to Say what the 
attitude of the railway would be in case a statute were 
removed. 

MR. EVANS: I think what Mr. Jefferson has in 
mind and what he has just said is that one of the principal 
things that we have advanced to the Board would be this 


cost study which this Commission did not see fit to 
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examine. That would be a very big part of our case. 

THE CHAIRMAN: Yes, in a contentious case 
I think it would be. 

MR. MacPHERSON: But as I understand it the 
Submission of Mr. Evans is that they had done that before 
and there should be no amendment to the Railway Act which 
would direct the Board of Transport Commissioners in any 
way to take economic conditions into consideration in 
a greater measure in the future than they have in the 
past: 

MR. EVANS: Of course, the Board does take 
economic conditions into consideration in this value-of- 
Service principle. The very essence of the value-of- 

' Servaicelprinciple (isto make each commodity bear in 
proportion to its ability to bear and that in essence 
must have some relation to economic considerations but 

we are talking about giving the Board powers of the kind 
we are discussing now as an economic planning, the right 
to have the Board decide that a rate should be determined 
Solely with relation to the ability of an industry to 
bear that rate. 

THE CHAIRMAN: Now, am I right or am I wrong 
that it seems to me the Board did have at more than one 
time to deal with livestock rates, for instance? 

ME, EVANS? » Yes, 

THE CHAIRMAN: And did they, in those cases, show 
any evidence of being influenced one way or the other by 
the economic considerations involved? 

MR. EVANS: I do not know whether you have in 
mind the case that has been referred to here where the 
packing houses and others were raising this question of 


relationship between meats and livestock. That is a very 


long judgment ard there are two things about it. There 
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was one statement which I recall in which the Board said 
it was not an arbiter of industrial policy and so on 
but the other point was that they dealt. with this matter 
Ofe2v8 merits. 

THE CHAIRMAN: What are its merits? What is it? 

MR. EVANS: The merits were whether this relation- 
Ship they were dealing with in this case should be estab- 
lished. 

MR. FRAWLEY: After all, Mr. Covert is cross- 
examining and we must not turn this into a discussion, 
Mr. Evans. I challenge entirely his statement that that 
Gainer case that was referred to by Mr. Harries in his 
evidence decided or disposed of this case we are submitting 
to the Board. Gainers simply asked for a rate to 
Winnipeg and they said they ‘should not have 41+. 

MR. MacPHERSON: I also do not like to interrupt 
Mr. Covert, but there is just one other thing. There 
was a reference to coal as not being subject to the 21 per 
cent increase. Now, might I point out in this connection 
that in so far as coal is concerned, when the Railway 
Association applied for their increase they applied for 
a 30 per cent increase but they applied for a rate per 
ton on coal. In their very application they differentiated 
between coal as a commodity and all other commodities, 

THE CHAIRMAN: It seems to me that your general 
position, I mean that of the railways and you are a 
Vice-President after all, is that so far as these Western 
provinces, are concerned you are compelled to carry their 
grain at an unreasonably low rate by statute? 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: Q. And that you also carry their 
livestock at an unreasonably low rate? 
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Q. You are not compelled to do that, are you? 
A. No; sir, 


Q. That is your own way of looking at this situa- 


A that istright; 

Q. When I say you are not compelled, I mean you 
are not compelled by statute and you are not compelled 
by the Board or by anybody else? 

A. That is right, we can increase the livestock 
rates if we decided that were the proper thing to do. 

Q. Did you decide the proper thing to do was 
to keep it going at an unreasonably low rate? 

A. I beg your pardon? 

Q. You considered that the proper thing to do was 
to keep the livestock rate at an unreasonably low level? 

A. I don't say we think it is the proper thing to 
do but it is there. 

Q. It is the thing you are doing without any com- 
pulsion? 

A. That fhorieht. 

THE CHAIRMAN: We will take a few minutes now. 
---Recess. 

MR. COVERT:Q. Now, Mr. Jefferson, I wanted to 
ask you also if you felt that one of the considerations 
cee should be adopted by the Board of Transport Com- 
missioners (I am assuming now that the sections of the 
Act dealing with the Crows Nest Rates were repealed and 
the matter did come before the Board) whether you felt 
that the Board should be enabled to give consideration 
to certain factors and one would be whether the fact that 
Canada is a grain exporter more so perhaps than they 
are in the United States proportionately, total production, 


that that should be a factor which the Board of Transport 
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Commissioners should take into consideration in fixing 
a grain rate? 

Bie They might take that into consideration, yes. 

In principle I would Say this, that I do not think the 
Board of Transport Commissioners should take some thing 
into consideration with respect to grain rates that it 
should not take into consideration with respect to other 
rates. 

Q. In other rates, you say, then, that in your 
view the considerations should be exactly the same on 
grain rates as on any other rates? 

fey Yes, sir, you have other export commodities out 
of the prairie provinces besides grain. 

Q. And would you say this, that the position of the 
Canadian Pacific would be that that would not be a proper 
consideration for the Board of Transport Commissioners to 
take into account? 

fn I would think so, yes, sir. 

Q. Now, would this be a fair question to ask you? 
Supposing, for example, for some reason the price on wheat 
suddenly dropped; do you think the Canadian Pacific Railway 
would oppose an application for lowering the rates in such 
a case? 

A. Well, Mr. Evans explained that the other day. 

My view is that freight rates cannot fluctuate with 
commodity prices. Mr. Evans explained that if there 
was any general downward trend in commodity prices other 
things would generally go down and the general level of 
freight rates might go down. The same when they go up, 
but the difficulty with the railways is that the prices 
go up quicker than freight rates but every one wants 
freight rates to go down just as fast as prices. 


Q. Now, Mr. Jefferson, let me put this to you. 
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I understand that your position really is this, that you 
are prepared if the relevant sections of the Railway Act 
are repealed, to allow the Board of Transport Commissioners 
to fix a rate and you Suggest that it should be a commodity 
pate? 

On grain? 


Yes. 


2 = 


Oh, yes. 

Q. And presumably when the Canadian Pacific puts 
in a brief that this should be repealed, they hope and 
perhaps expect that this @ommission will perhaps recommend 
that and that parliament would repeal the relevant sections 
on the recommendation of this Commission? 

A. That is our submission, yes. 

Q. Then, you must have considered whether from a 
purely practical aspect of the matter parliament would 
repeal those sections and just leave the grain rate the 
Same as any other rate. Do you think that that is 
a practical approach to the subject? 

A. I do; that would not be an unreasonable position 
for them to take. 

Q. Then you have not considered, perhaps, any other 
necessary legislation, that is that perhaps these Crows 
Nest rates should be dealt with a little differently than 
other rates? 

A. Not in fairness to everyone, no. 

Q. And you would not suggest perhaps merely that 
the same features should apply to this as say a competitive 
rate, that they should be compensatory and perhaps just a 
tittie more? 

A. I don't know what you mean, Mr. Covert. 


Perhaps I have not got your point. 
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Mr. Jefferson 


Q. Well, you do put in competitive rates that 
contribute something more than out-of-pocket expenses? 

A. rea. Bin, 

Q. You do not think perhaps that the grain rates 
Should be of that kind? You say it should be bear its 
full share? 

A. If you are going to treat freight rates as they 
Should be treated, they should all be treated alike unless 
there is some competitive position that would justify 
a different treatment. 

Q. nnen, Mr. Jefferson jd put ait ce you this way, 
that as far as the grain rates are concerned, there 
certainly won't be a competitive condition, will there? 

Ae, NO, ‘oir (Ll don't kiow of any competitive 
Carrier 'conpe tition. 

Q. You will have market competition possibly? 

A. Yes, sir, 

Q. Then these rates would be of the kind that would 
bear what the traffic will bear? 

A. What it perhaps will bear or what it should bear. 


(Page 16400 follows) 
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Q. You would not think it advisable to have some 
Special restrictions in the Statute relating to grain 
rates? 

Ae I do not know how you could have any successful 
provision as you talk of. We cannot in making freight 
rates. If we make a freight rate for one person different 
then another we get into trouble. We have to be as fair 
and as reasonable as we can in making all freight rates. 

Q. Yes. Let me put this to you: Supposing, for 
example, the statute were left go thet the Crows Nest rate 
would always apply in so far as the Shipper is concerned, 
but-that as far as the railway is concerned it just took 
the increases that other rates took, and they were 
treated in a manner similar to the MP RwA.s, that is, by 
wey of subsidy; would the C.P.R. say, "No, we don't want 
that? 

hae Wexsay that that is entirely for the Government 
to decide, not for us to decide,.for the raliways to decide, 

THE CHAIRMAN: Q@. No, but your company says it 
does not want eny subsidy paid to the railwey? 

reat ee Theat Learight., 

Q. If anything is to be paid it should be paid to 
the producers? 

Pen ees 6 Gila 

MR COVERT: Q. Then you would reject that form 
of treatment? 

A. Reject what form of treatment? 

Q. The one I have just suggested, that would result 
in a subsidy being paid ae the railways for the amount of 
the increases. For instemce, supposing the statute had 
been repe,led, or the stattute had contained a provision, 
as it does now, that as fier as the shipper is concerned 


there cannot be an increaase in those Crows Nest rates, but 
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Mr, Jefferson 

at the time you made your 30 per cent application and 
Were eWerded 21), and later an 8 per cent increase, that 
increase had epplied as far as the railways were con- 
cerned, not aitecting the Shipper, but*had applied so that 
the railways would get that increase by way of Subsidy 
from the Government, what would you say to that? 

A. We say we do not think that that is the way to do 
Lt. 

@. Now, would you reject also, or would you think 
perhaps that this kind of statute would not be 5 feasible 
one, thet they might be treated somewhet in the neture of 
en agreed charge, like Mr, MacPherson was telking about 
the other day -- in other words, thet they must be compensa- 
tory, but that, since there is Such 9 large volume, and you 
have a monopoly on the heulege of grain, that they might 
Just be compensatory plus a little Something to contribute 
to the railway, if you could work out a8 statute of that 
kind with respect to the Crows Nest? 

A. I do not think one has enything to do with the 
other. An agreed charge is for the purpose of making 3 
competitive rate to those Signatory to the agreed charge, 
not to those not Signatory to the agreed charge, 

Q. Well, perhaps I should not have put it that wey. 
What I wanted to get from you was this, that becsuse -- 
they do perhaps require special treatment; after 211, Par- 
liement has rejected before any idea thet they should not 
have special treatment? 

A. I beg your pardon? 

A. I say Perlisment has at leest on one occasion 
Tejected an application that they should be taken out of 
the statute, and perhaps--- 

A. Speaking of 1922 now? 


Q. Yes. Perhaps they would agein? 
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-16400- Mr, Jefferson 


A. They might; we do not know, 

Q. What I am trying is to see if there is not some 
other method of dealing with these, Now, if it could be 
provided that they would be compensatory -- you ellege 
that they are not -- if it could be provided that they 
would be compensatory, and that the Board of Transport 

Commissioners would keep them under review to see that 
they were compensatory and something sadded--- 

Powell, Shido tt Umew.® Tam getting a bit confused 
in the question. I Say you do not need an agreed charge 
for grain rates. 

THE CHAIRMAN: Q. You do not need what? 

A. An agreed charge for grain rates. 

MRCOVERTs@y “IT Say, Mr. Jefferson, perhaps I 
Should not have used that enelogy. 

ay Letieus drop that, then, 

Q. But if something could be worked out? 

A. Yes, sir. 

Q. Providing that there would be 3 compensatory 
reve jf plus a Vittie Something, but not to give the railways 
complete freedom? 

A. Who is going to make this rate that way? 

Q. Who is going to make it? 

cred, 

Q. Perhaps the Board of Transport Commissioners -- 
bearing in mind perhaps they should in this particular 
case have the power to consider such things as the fact 
that you have almost a complete monopoly on the grein 
haulage, that Canada is a grain exporter rsether then a 
Seller in a domestic market, and also bearing in mind thot 
the rates have been in effect for 2 long time, end perhaps 
that increases should be gradual -- perhaps the statute 


Should provide that; you do not think .so? 
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~16403- Mr. Jefferson 


A. My difficulty with that kind of question is 
that if you did such s thing as that to whest, what 
about bacon, what sbout butter, what sbout eggs? People 
in Western Canada sreproducing bacon, they are producing 
butter, they sre producing eggs, that sre exported. Now, 
if you--- 

Q. My only enswer to that, Mr. Jefferson, is that I 
think you always have to bear in mind the history of these 
rates and the difficulty that the railways have had in 
having Parliament repeal that. Now, I am suggesting to 
you perhaps the C.P.R.'s recommendation Should not be so 
drastic; perhaps they should come in with something not 
as drastic, because obviously the western wheat farmer will 
oppose it and will urge that the shock will be too great 
to the economy? 

A. Someone will oppose every increase in rates. 

Q@. iI understand that, Mr. Jefferson, but I am sug- 
gesting--- 

A. All we say is that grain rates should be treated 
the same as the rates on anything else. 

Q. Then you take the firm position, Mr. Jefferson, 
that the section should be just repealed, as the brief 
Suggests, and that there is no halfway measure, there is 
no quarter-way measure, it is stand or fall on the repeal? 

A. That ts my i'view. 

COMMISSIONER ANGUS: Q. Mr. Jefferson, if they 
are to be treated in exactly the same way as every other, 
what was the point of suggesting thet you would give the 

Board your cost material and so on in the case of the 
grain rates? 

A. Only to prove thet the rates ere too low, that is 
oe ae 

Q@. And do you do thist in the case of other rates -- 
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in the case of livestock, for instance? 

We might have to if we got to the -- if we in- 
creased the rates on livestock, if the railways increased 
those rates, and the Shippers -- and I am sure they would 
-- would apply to the Boord for SuSpension of the tariffs, 
the tariffs would be Suspended, the action having been 
initiated by the railways the reilways would have to 
justify the increase in the livestock rates, and one of 
the justificetions would naturally be thet the rates were 
too low or not compensatory. 

THE CHAIRMAN: Don't you think thet your brief 
seems to contemplate something different? -- because you 
say on page 189 that, while you wish the Board of Trens- 
port Commissioners to have Jurisdiction over these rates, 
aS over all other rates, you say, though, that before 
fixing the rates on grain -- before fixing them? 

bo Mes, isin, 

Q. ---and grain products in Western Canada, Canadian 
Pacific would expect 3s most thorough and detailed study 
by the Board. That is, you seem to have in mind there 2 
period of suspension, 

Tsithat eight, Mr. Evans? 

MR EVANS: Well, I don't know that you would 
call it a period of suspension. 

THE CHAIRMAN: Well, how can they make a study? 

What rates would be effective in the meantime? 

MR EVANS: The existing rates would have to be 
effective in the meantime. 

THE CHAIRMAN: Isn't thet prooper, then, to say 
that there would be a period of suspens:ion? 

MR EVANS: Well, I misinterpreeted what you meant 
by suspension. But I did want to say txhis, that my view, 


for what it is worth, is that the Boardd could take into 
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account all of these considerations today under the 
present provisions of the Railway Act thet Mr. Covert is 
putting to the Witness. They sare considerations that 
the Board could take into account today. 

THE CHAIRMAN; While they sere taking e11 this 
into account where would the rates be? 

MR EVANS: As far as that ia concerned, I 
agree, sir, that the rates would not go up until the 
Board should have determined that they should be higher, 

THE CHAIRMAN: That 18 whater understood your 
attitude to be, that you leave the rates as they are, ond 
weit for the Board to fix new rates. 

um EVANS! Yee, ade 

THE CHAIRMAN: Well, Mr. Jefferson seems to 
think the proper way to do would be for wou, oS in Bid 
other cases, to fix your own rates and let those concerned 
appeal to the Board if they want to. 

Q. That is what you think, Mr. Jefferson? 

A. The only reason for the difference on page 189 
of the brief that you read, the submission you read, the 
railways could -- I do not want to be misunderstood -- 
the railways could publish a ‘tariff end increase the 
rates if the Act was repealed, but what we say there is, 
What is the use? If we did that they would be suspended 
onywey, and the Board would have to decide, 

THE CHAIRMAN: Well, Mr. Evang told us the other 
day, too, that the company would agree to legislation 
keeping the rates as they are -- I used the word "suspend- 
ing " -- until the Board has completed its study. You 
told us thet the other day. 


MR EVANS: Oh, yes. 
MR COVERT:Q. You see, Mr. Jeffersom, what I heave 


been trying to find out -- Mr. Evans says thet the Bosrd 
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can teke these into consideration, but if the railweys 
objected the Board might not teke them into consideration, 
snd I suggest that they might well Soy, "Well, we won't 
take these into consideration." Now, I think it is 
important to have a feir idee of what the position of the 
railweys would be, and that is what I have been trying to 
érrive at. You See, before the Board of Transport Commis- 
Sioners should be given power to deal with rates of this 
kind, perhaps there Should be some ides of what the rail- 
ways' attitude would be. Now, it seems to me that the 
railways suggest that some special treatment will be given 
in this case, because of the importance of the rates them- 
Selves, They say, "Well, in this case before the railways 
put in e rate or Suggest a rate, the Board of Transport 
Commissioners should make 3 thorough study"? 

Ad NGS... slr, 

Q. Now, that is a different treatment than accorded 
to other rates? 

A. Different? 

Q.) Yes, | 

Maw le 2S, becaude. of--- 

Q. Because of the size and the importance of the rate? 

A. We say in connection with the grain rates, if the 
Sections of the Act were repealed we might as well £20 to 
the Board before the rates are published, then to have them 
published and Suspended and then go through the same--- 

THE CHAIRMAN: Q. And then what? 

A. And then go through the hearings with the Bosord. 
We might just es well go there first. We have said we sare 
Willing to do that, Now, it is true we do not do that with 
Other céOmmodities; we know thet. 

MR COVERT: Q. That is because of the size and the 


importance of this thing, I presume, that you are willing to 
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do that? 

A. Size and importance if you will; but we sare quite 
prepsred to do that, 

Q. Yes? 

ha ica, sir. 

Q. Now, perhaps I asked you this before, but I wanted 
to know if you had calculated what in your opinion the ton- 
mile earnings of this product Should be? 

ae NO, Sir. 

Q. You have not? 

Ae Only to the extent of the Study which we have put 
al ate 

Q. And you have not really figured what you would ask 
for for these grain rates; you have not gone that far? 

A. Well, a lot of what you are saying now is in the 
part of our submission that we are not permitted to develop, 
end I am not the party to develop it. It is the cost study 
of the grain traffic, 

Q. Then sre you telling me, Mr, Jefferson, that the 
rate which would be put into effect would heave a great rela- 
tion or a direct relation to your costs? 

A. Some relation to it; certainly, That has sii got 
to be developed, Mr. Covert, 

@. And you have not developed it yet? 

He No, sir, 


Q. And you have really no ides whet rate you would ask 


aAs No; ‘air, 


Q. And you do not feel that it is of greet importence 
to perhaps give some confidence to the wheat farmer? 


A. Some confidence? 


Q. Confidence to the wheat farmers, that they should 


know perhaps in advance whet the position of the railways is 
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if this statute is or is going to be before the Bosra of 
Transport Commissioners, if the Statute is repealed? For 
instance, I suggest to you, Mr. Jefferson, that if they 
knew that the rates were going to be gradually raised, 
thet they were only going to be raised a cent, two cents, 
three cents, four cents, or whatever it may be, or that 
the railways were going to take into consideration all of 
these things, the attitude of the farmer might be entirely 
different from what it would be if he were just told the 
statute is to be repealed, and the railways will go before 
the Board of Transport Commissioners and ask that these 
rates bear their full share of the burden? 

A. There would be plenty of time to develop it then. 

Q. That is your view? 

THE CHAIRMAN: Q, What do you say, Mr. Jefferson? 

A. There would be plenty of time to develop it then. 

All I want to say is this, Mr. Covert, thet the 

questions you ore asking me now would have been developed 
if we had been permitted to develop our submission further 
than we did, and would be further developed when it 
reaches the Board of Transport Commissioners; but I om not 
in a position to answer 911 those questions today. 

MR COVERT: Q. I suggest to you, Mr. Jefferson, 
that perhaps 211 that would do would be to endeavour to 
establish that the rates were non-compenssatory? 

ap tes all right, 

Q. Now, I am essuming with you now thet they ere non- 
compensatory, and let us assume that they were proved to 
the hilt, let us assume that that were teken 3s 3 reason 
for the repeal of the statute? 

fea (Yee, Bir, 

Q. Let us assume thet the Commission recommended 


that the statute be repealed, Let us assume that Parlioment 
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says, "Yes, we accept the recommendation, and the statute 


is repealed"? 

A. “ERY eShes ir, 

Q@. I point out to you thet under circumstances of 
that kind the farmer todsy is certainly worried; he would 
certainly be worried if the series of events which I have 
Just indicated took place, if he thought there was as strong 
possibility thet thet would take place; I suggest to you 
that the whest farmer would be highly worried, the wheat 
farmeriiin the west, Now, I say perhaps you coulda relieve 
thet worry if, instesd of that complete slash of the 
relevant sections out of the Railway Act, there was some 
measure of protection provided, in other words that these 
rates were not to be doubled? 

A, What greater measure of protection would he need 
then the Board of Transport Commissioners? 

Q. Thset is your view? 

AY vies? osiry 

Q. Then, Mr. Jefferson, we will leave the Crows Nest 
rates, 46nd I go on now 'to just one or two questions on 


distributing rates and town toriff rates. 
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Mr. Evans has suggested that this matter should 
be called to your attention. 

On Page 183 of Part I of the Canadian Pacific 
brief I call to your attention this paragraph reading 
as follows: 

"However, it is recognized that in the 

case of the grain traffic, value of service 
considerations might suggest that the grain 
traffic should not make its full contribution 
to the return on investment but should instead 
contribute on the net investment in facilities 
required in its movement, not less than the 
cost to the Company of its debt capital which 
in 1948 was 3.58 per cent." 

MR. MACPHERSON: This is really part of the 
cost study. The 3.58 per cent comes in there. 

THE CHAIRMAN: Y€s, but it does not necessarily 
say that the cost study should take place now. 

MR. COVERT: This does not change the ruling. 

MR. MACPHERSON: My only comment is: that should 
the matter ofcoSts be approached as it as approached 
here, it would be attacked by the producer as well as 
by others. 

We are not accepting in any sense any figures 
given in that study by way of conclusion or any other 
way. 

MR, EVANS: I brought this about, and I wish to 
say to my friend that in no way I thought I was trans= 
gressing any ruling. 

Moreover, I would point out that in our brief we 
had recognized that the value of service considerations 


might suggest a smaller contribution than other traffic, 
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than grain traffic. It was only a principle, 

MR. MACPHERSON: Well, we do not accept these 
figures in any sense, 

THE CHAIRMAN: No, these figures are only of some 
use as illustration. | 

MR. COVERT: Q. Now, Mr, Jefferson, I wish to 
deal with distributing rates and town tariffs. 

We have had submissions made as to the difference 
between the distributing rates in the west and the town 
tariff rates in the east. 

I would ask you this: apart from considerations 
of revenue requirements, is there any reason, in your 
opinion today, why there should be a difference in these 
rates in the east and in the west? 

A. In the distributing rates? 

Q. Yes, 

1 Not necessarily so, except that I would put it 
to you this way: that if all freight rates <= are we 
talking now of equalization or distributing rates? 

Q. What I had in mind was this: as I understand it, 
there are quite a few differences between the treatment of 
the two. For instance, in the east, the town tariffs 
work both ways. 

A, Yes. 

Q. And in the west they work both ways in some 
instances, but in others, they do not. That is correct, 
is it not? 

A. ThAG is right, 

Q@. And I want to find out whether or not there is 
any == apart from your revenue requirements -- I was 
going to put it, perhaps,on the basis of maturity, and that, 


Perhaps, the west has reached a stage of maturity where 
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Similar rates could be put in? 

A, What I wanted to develop was: are we discussing 
it from the point of view of equalization of rates? 

Q. ee, equalization, if you like, yes. 

A, Well, I would say that if we are going to 
equalize all rates from the east to the west, then our 
revenue position must be protected. 

Q. Yes. 

A. Whether it is distributing rates, or standard 
mileage rates, or commodity mileage rates, or, as I 
said yesterday, special commodity rates related to mileage 
scales, 

Q. My point is this: apart from revenue requirements 
now, is there any reason why there should be a different 
treatment in the west and in the east today, as far ag 


these two particular types of rates are concerned? 


Ae With respect to equalization? 
Q. Yoo. 
A, Well, as we said in our submission, you cannot 


have true equalization unless all rates -<- 
THE CHAIRMAN: @. You cannot have what? 
A. You cannot have true equalization unless all 
rates are equalized. 
We get right back to the Subject we were discussing. 
It is not true equalization if one nse eens a 
substantial movement of traffic, is going to be 1899, 
while on other traffic, it is going to be 1950 rates. 
MR. COVERT: @. I shall come to that later, 
But I thought that, perhaps, we cannot deal with this 
Subject in this way. But it seemed to me that we had a 
good deal of discussion throughout the regional hearings, 


and subsequently in the briefs, saying: here you have 


Yee 
Baiserselh ow eth saw pay i | 
Vi eRe a poet 2 
. Fase a1 To ROke ae te ia to 2c atea. (2 vat ie 
s ~~ a r 
say ,auii yor: +t sbopaas wes nee 


e? uciod ets oW tt tes wae Bs low t ite 


; v “ 
tye moms .jeew ed? of Jeane Ste mcr. seser ifs mii ~~ = 
a 


. Bed Det ota od sous aeisteeg ounevat in 


‘i Chis oon 4 
. ae) + aak : 8 : ie 


eh ASL jar ; 7 
‘teahqays tc .2arat ‘grtsu sintesh ad $t neetd oni alk 
seta eatelin yarb amo bya saeF at sunolti 7 
hy of fatafen eodsey, golibomvon fefaege websetney bios 
¥ +eefaos 
tnemetiupes emoever mon stege tata al dito yi 'S 
Heemat tt ed plocds enedd vil¥ qoe et vis oreit a3 Woda 
- vshot téeaa od? pa oan toew afd al Seams agra 
Shartoonco eta estat to aeqyd iaiestéseq ow? seed 
‘noitaatiavpe of toeqaer dt iw A mie | 


~2eY a” 


. 


-~ aotaa [15 sealow nolvestiaupe evid eved 


Ti Srv ova tonnage woY .98 *WAMRLAMO GAT - 


i _ 4 = a a oF 4 ; 
[is esoity mecttastievee wey ved fommeo u9Y sA 


~desilaupa ete ses St 


‘ * - : , ° > - 
paiosvoss " ptehk. oe Jootdie osif 65 ucod Jdsit 2eg sk 
a8 4 ; 
_ ' ; 
i & fl, ee ey \veat>. aso WP aofdastfaspe avd Jor. er #i 
rst A 


if REBL ad o3, eet ef .sitists Yo Inesevon fatinetedse 
eater Goes oF OF Batem cl SL . ort les “ante mo ‘ol tew 
even GekS' os enon State t 0 7 ae, 
ated. tte inet Poanise oe stag ners ‘ai trigwortd ? ava 
\ bet ow tet) ow oF bomaed 7) Wok «you aldd nl footsio 
red bebe. 


vh¢ 


.cani set Leaafset ochl sucutgaosty, noleswoetb % 
oo “ie Sh 5° 


evnd 907 otad santa Bin 


5 Hf 
‘ et) a] 


~16414. Mr. Jefferson 


two forms of what you might call distributing rates. 
vege Ten, air. 
Q. In the east you have Schedule A or town tariffs, 


while in the west you have what are known as distributing 


rates? 

Loy weg, sii", 

Q. And there are differences between those two? 

A Yes, sir, 

Q. Differences in application? 

Re That is right. 

Q. Differences in the rules under which they work. 
For instance, I am not talking so much about the level of 
the rates; but there are differences in the application 
of those rates, and, as I say, in the east, they do work 
both ways. 

A, fos, -etr, 

Q. While in the west they do not. 

Vy Ves Sir. 

Q. So I say apart from the revenue needs, if, for 
example, the Canadian Pecific could be assured of its 
Tevenue requirements by some magic method, is there any 
reason why those differences Should exist in those two 
forms of rates? 

A. When oe speak of revenue needs and requirements, 
that is one thing. But preservation of revenue, that is 
another thing. 

THE CHAIRMAN: Q. Preservation of what? 


A, I said that preservation of revenue is another 


MR, COVERT: ©. Yes. 


A, Maybe I can answer your question this way, if I 


understand it correctly. 
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Distributing rates in eastern and western Canada 
could be equalized on a basis of preserving the reilways' 
revenue ; if you aré not ae to take into consideration 
the matter of rates Rie Ane Crow's Nest grain rates, 
you are going to forget. But there is, however, this to be 
Said: that, in equalizing distributing rates in the 
east and west by themselves, you might find the position 
that by reason of the increase of the rates in the east, 
and by reduction of the rates in the west, you might increase 
the competition with unregulated carriers in the east, and 
you might not be able to preserve your revenue. 

Q. ess 
A. But with that qualification, I won't say it cannot 
be done. 

When equalizing rates between the east and the 
west, the distributing rates, you might find, over some 
distances, the rates in the east would be reduced, and 
in the west be increased. 

But by and large, there would be more reductions 
in the west than there would be increases, and, naturally, 
more increases in the east than reductions. 

Q. Yes. I think perhaps, you have answered my 
question. All I wanted to find out was this: apart 
from revenue <- 

3 Apart from revenue requirements; but are we 
going to preserve our revenue? 

Q. All right. Apart from revenue requirements, 
and apart from revenue preservation --~- 

A. I do not want rates without preserving our 
revenue. 

Q. Is there any reason for different treatments? 


A. Any reason for different treatments? 
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Q. Yes} .that is to have a form of rate that only 
works one way in one place, and two ways in another? 

A. Outside of today's conditions, no, The same 
conditions do not prevail in the east which prevailed 
at the time the distributing rates or town tariff rates 
in the east were established. 

Q. My next point is to discuss with you the subject 
of equalization. 

As I understand the position of the Cenadian 
Pacific, you say that there cannot be true equalization 
unless the Crow's Nest rates are taken out of the statute 
and are placed in the hands of the Board of Transport 
Commissioners, and unless the assumed mileage you mention 
there disappears, and unless there are some amendments 
to the Meritime Freight Rates Act. 

A. Yes, sir. I think that is what we said in our 
Submission. 

Q. Now, does this mean that, for example, if the 
Crow's Nest Pass rates are not taken out of the statute, 
and these other items are not attended to, as you suggest, 
that you would oppose the equalization, or that you 
would not put forward your plan of equalization, as set 
out in your brief? 

A. I do not say we would not do it if we were 
required to do it. But we say that we do not think we 
Should be expected to do it and have true equalization 
of rates. 

Q. I think I follow your position. You say that 
there just would not be true equalization because, for 
example, in the case of the Crow's Nest, there is this 
large volume for which you do not get a fair return. 
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Q. Now, it might be argued that that meant that 
you were looking for equalization of revenue, or that 
you were looking at regional returns, when you suggest 
that. Do you follow me? 
A. Regional returns? 
Q. Yes; that you are looking at the returns from 
& particular region, rather than the equalization of rates. 
A. Well, not hecessarily., It all depends on how 
you &8re going to proceed with equalization; whether you 
are going to proceed with it on the basis of the rate 
level, or whether you are going to proceed with it on 
the basis of revenue preservation on our traffic that you 
are going to equalize, such as class rates, if you will; 
Or cement rates, if: youywill; or! ltveostotk rates, or 
mileage rates; whether you are going to treat each ; 
Commodity separately, and not treat everything as & whole. 
Q. And your argument is, of course, this: that these 
grain rates, then, should not be left out of the picture? 
A. Thateis rights 
Q. Now, there have been attempts at equalization 
before. I think one was made in 1925, when there was 
& direction under P.C. 886, in 1925, and as a result, 


there came about the General Freight Rates Investigation. 


A. Yes. 
Q. And there is another one now, under P.C. 1487 
directive? 


A, Yeo, sir, 
Q. And I want to ask your view as to whether or not 
there could be complete equalization. 
Let us assume, for example, in this, that your 
Crow's Nest rates are taken out of the statute. 


There could be complete equalization under the 
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Railway Act, as it now exists, in view of the provisions 
of Section 314; and when I say that there could be, I 
Suppose there could be if the railways co-operated? 

A. There is nothing to prevent it. 

Q. For example, when you have a provision "over the 
same line or route", won't that always give you, or give 
the railways an Opportunity to prevent equalization? 

A. Wold, ol ithink.that is, perhaps, more or less 
technical, 

I do not think we will ever have what you could 
term complete equalization, without dislocation of 
industry. 

But you can have equalization of certain things. 
I do not think you can have equalization of everything. 

Q. What I was suggesting was: that perhaps, as far 
as the railway and the shipper are concerned, that as long 
as Section 314 is in the Act as it now exists, with that 
provision "over the same line or route", that the railways 
and the shippers will be on the same battleground that they 
were in 1925. 

A. That is a legal argument; but I do not know that 
point you are mentioning now was the reason why there 


was not equalization in 1925. 


Q. You have two answers, have you not, in attempting 
a& complete equalization -= perhaps three; but you certainly 
have one: that the circumstances are not the same, the 
circumstances and conditions. 


A. The circumstances are not the same? 


Q. 
A. Speaking of what? 
Q. Well, for instance, supposing someone in the 


west says that the rates are not -=- that there is not 
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complete equalization between west and east, and that the 
rates are not on the same level, that there is no real 
equalization. 

The railways, in 1925 -= one answer they had was: 
the competitive conditions are different. 

A. 295, Sir, 

Q. That will be open to you? 

A, That will always prevail. 

Q. Similar circumstances and conditions; I suggest, 
may be another COuld be: you could say: the terrain is 
different here; the costs are higher? 

A. That is a matter Saver the Board of Transport 
Commissioners are going to proceed with a freight rates 
investigation on the basis of Order in Council 1487, that 
will all be argued out at that time. 

Q. Thao Le ri eht , 

A, But if the railways are going to proceed with 
equalization, as far as they think equalization can be 
proceeded with, that is one thing. 

But I would imagine that when you do proceed 
with equalization, whether it be class rates, or commodity 
Mileage rates, or what not, you are going to have 
opposition from different sections of the country, 
because you cannot have equalization and preserve 
revenue without hurting somebody. Somebody is going to 
be hurt. 

Q. Those arguments are open to the railways; and 
I suggest that as long as that part remains there, namely: 
"over the same line or route", that part of the section 
is there; and I wanted to find out whether or not -- 
let us assume that all conditions were the same except 


thet one, 
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A. Which one? 

ag "Over the same line or route". For instance, 
it might be that you were shipping from, let us say, 
& point in Manitoba to another point in Manitoba which 
was close to the Saskatchewan border, 

A. Weld te = 

Q. Compare that with the case in Alberta? 

pe I cannot discuss the interpretation of the 
Reilway Act, or the legal aspects of the Railway Act; 
but I can discuss it from the point of view of what 
might be accomplished, if it is put ina practical way. 

one Yes, 

A. And as you said before, the Board of Transport 
Commissioners or whoever is dealing with the matter 
has the complete co-operation of the railways to 
accomplish that end, if it is at all possible to do so, 
or where it is possible to do so; but it cannot be done 
on everything, although it can be done on 2 lot of things. 

THE CHAIRMAN: I think we shall adjourn now 
for lunch. 
I would like to say that this afternoon, this 


being Friday, we shall adjourn again at 4:10 p.m., I think. 


~--- (At 1:00 p.m. the Commission adjourned until 2:45 p.m, 
today). 
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AFTERNOON SESSION 


C, E. JEFFERSON RECALLED 
SSeS ReSSnSEGLaomsineuioianes 
EXAMINATION BY MR. COVERT CONTINUED 
$$ PUNT INU ED 


MR. COVERT: Q. Mr. Jefferson, there is just 
one further question about equalization. There would be 
a sound reason for not mentioning this constructive 
Mileage, that is, the mileage between Edmonton and 
Vancouver and Calgary and Vancouver on the two lines, 
because that applies, as I understand it, only to grain. 
That is correct, is it not? 

A. That is correct, on grain, yes, sir; but the 
constructive mileage, S0-called, is with respect to 
terminal class rates. 

Q. I understand that, but I Say that particular one 
was not mentioned in the exceptions in the brief of the 
C.P.R.; they said that you could only put in true 
equalization if you did away with the Crow's Nest and 
wiped out that assumed mileage from Fort William and 
Winnipeg and so on. . 

A. That had nothing to do with the rates, 

Q. Nothing? 

A. No. 

THE CHAIRMAN: The assumed mileage between 
Calgary and Vancouver is 776 miles? 

A. 766 miles from Pate er Ee ny 

Q. I am saying that the assumed mileage from 
Calgary to Vancouver is -- 

A. 766 miles. 

Q. What is the actual mileage? 

A. 642 miles. 

MR. COVERT: Q. My point is that I just 


want to get it clear that there is no point in mentioning 
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the disappearance of that in your scheme of equalization, 
because if the Crow's Nest Pass rate disappeared that 
would disappear with it. Am I correct tn that? 

A. I do not know. Not necessarily. 


Q. I suppose that, in any SVent 35 an advantage to 


the -O.4P sR, 
A. The constructive mileage? 
Q. Yes. 
A On the grain rates? 
Yes, 
Yes, sir. 


Oo YF © 


I have one other point, Mr, Jefferson -- 
THE CHAIRMAN: Q. That is the constructive 
mileage between Calgary and Vancouver? 

A. Yes,vsir. 

Q. But the constructive mileage from Winnipeg and 
Fort William does not apply on grain rates. 

A. NOL Sir. 

MR. COVERT: Q. I wish to take up briefly with 
you the subject of expiration rates, with specific 
attention to those rates which have been in for quite 
a long time. It has been represented to the Commission 
that there was a shock given to particular industries 
or shippers when the rates have been increased by these 
very large percentages; that is, where there have been 
especially low rates in for a long period of time, and 
you suddenly bring them to the ordinary level and then 
add the increases to them, that this has been a shock 
to particular industries. I think you probably have 
heard or seen these submissions which have been to the 
Commission. 


fs With respect to what? 
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Q. Take particularly the rates, I think, seed 
grain, pure bred live Stock and the agricultural exhibition 
rate. 

A. Yes 

Q. Those were extremely low rates, which were raised, 
I think, in some cases to an increase amounting to over 
100 per cent. 

A. That would be SO, where the basis was like 
a helf rate ? 

Q. That is right. 

Ae But we increased them to the full rate ana then 
increased the full rate 21 per cent ang8 per cent, 

Q. I am just getting the background, Mr, Jefferson, 

Bea Yesorsixv; 

Q. What I was trying to arrive at is this: supposing 

you were assured of your revenue requirements -- and 
perhaps I need to add here again, the preservation of your 
revenue as well -- 

A. Yes, sir, 

Q. Would you not admit that perhaps these rates 
Should be raised a little at a time, if they had to be 
brought up to that level, 

DS, Well, not necessarily, no. I don't know what 
you have in mind with respect to expiry rates. We have 
different kinds of expiry rates. 

Q. I do want to inquire as to the particular rates 
which I have mentioned, 

A. Just those three rates? 

Q. Those three, yes. 

A. All right. 

Q. I think probably in each of these cases they 


were put in by the railways to encourage the industries. 


That is a pretty fair statement, is it not? 
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A. Well, the exhibition rate, I suppose you might 
Say was put in not to encourage industry but to encourage 
the showing of stock at exhibitions. 

Q. Which in turn was to create an interest in pure 
bred stock, to improve the live stock generally throughout 
the country. 

A. That is more for the pedigreed stock movement, 
not the exhibition stock movement. 

Q. Would not that all be for the Same purpose? 

A. All for the same purpose in that you wanted 
to create and develop an interest in producing live stock? 

Q. Yes. 

A. ¥os, Sir. 

Q. Then, as I say, in the matter of seed grain --? 

A. Seed grain was a case of encouraging the use 
of certified seed. 

Q. And that again would be generally considered to 
be to the advantage of the whole industry? 

A. That is right. 

Q. My point is that these low rates -- 
and they are, I believe, admittedly low rates --~ were 
put ini, effect to encourage industry, and they had been 
‘neetaigt these three cases, I believe, for a long period 
of time. 

A. ihe’ (ie: rignt . 

Q. What I was trying to arrive at is, if it 
were not for the difficult revenue position in which you 
found yourself when you made these increases, would you 
not have felt that if you were going to raise these rates 
that they should have been raised a little at a time 
instead of a huge jump all at once? 

ie I think you would find that there would be 


Opposition to the increase whether you did a little at a 
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time or all at once; whether you take all three of the 
instances you mention, either individually or collectively, 
I do not think you could find that there was a hardship 

on any individual because, in the first place, the movement 
is not heavy and no individual uses the rates in any 
volume. 

Q. What you are really telling me is that regardless 
of the amount of the increases, that the individual effect 
is not great? 

A. That is right. 

Q. And under those circumstances you say that a 
gradual increase is not necessary, and that it can be done 
in one jump? 

A. I think so, yes, sir. 

Q. You do not believe then, that special provision 
Should be made with respect to rates of that kind? 

A. You mean in legislation? 

Q. Yes, legislation. 

A. NO, Sir, FT do not thin se. 

Q. You really base that, I think, Mr. Jefferson, 
on the fact that it does not have an adverse effect on 
the people paying it? 

A. I don't think*‘Mo sir. 

Q. Then I wish to discuss shortly with you the 
question of export rates. My understanding is that the 
Canadian Pacific's main submission about export rates 
is that the differentials exiat Between various shipping 
points in the United States and Canada must be preserved. 

A. Yes. SLe. 

THE CHAIRMAN: You are talking of the Atlantic 
coast, Mr. Covert? 
MR. COVERT: Yes; I think, as a matter of fact, 


Mr. Chairman, those are the only ones which have been 
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mentioned to us, 

THE CHAIRMAN: I think so. 

MR. COVERT: That is my recollection now. 

THE WITNESS: There are export rates through 
the Pacific ports, where we keep Vancouver and Seattle 
on a parity. 

MR. COVERT: Q. You do keep Vancouver and 
Seattle on a parity? 

A. woes Sir. 

Q. May I put this to you: whether or not you 
think that national policy might siaeenpe Mapeen ports 
in Canada should be built up, and Special louw export 
rates may be required to do this. ooh? 

A. Our policy with respect to export rates is 
for the purpose of building up the ports. 

Q. Whose policy? 

A. The railway's policy. 

Q. Is to build up Canadian ports? 

Be yes, sit. 

Q. And you say that the preservation of this 
differential that exists between Canadian and American 
ports, that that is 4 policy brought about by the railways 

to build up the Canadian ports? 

A. See . 182%. 

THE CHAIRMAN: Q. And to keep the traffic? 

A, Yes, sir. 

Q. Which otherwise would go down through the United 
States? 


Be LOS, Sir. 
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A. Yes, sir. We will take Atlantic ports, if you 
Wid Git hehe railways did not preserve New York and 
Boston export rates through St. John and Halifax pcre 
would be detrimental to St. John and Halifax. 

MR. COVERT: Then, what you say is, that the 
export rates to Canadian ports are lower than they should 
be in order to preserve this differential? 

A. That is right. That is quite readily understood 
when you figure the distance from - take Toronto, or 
any place up in Ontario or Western Canada, the distance 
to St. John or Halifax over Canadian railways is much 
greater than the distance to New York, Boston or Portland. 

Q. And as a matter of fact, some of these export 
rates are non-compensatory rates? 

A. Well, I do not say that they are in the main 
non-compensatory, but in our Submission we show that what 
we call the At. and Bast grain rates from Portland to 
St. John yields a much lower car revenue than the average. 

Q. Then, I say, that as a matter of business judg- 
ment and in the interests of national policy and to 
encourage traffic through St. John, you say that that rate 
is put into effect even though it is non-compensatory? 

THE CHAIRMAN: Just a moment. We may as well 
have all of it. Do you emsider or not consider that it 
is in the interest of the railway also to keep those rates 
low and have the traffic? 

A.) Yes; sir; because as I explained in my evidence, 
while some of the rates might be non-compensatory it 
brings other import and export traffic to the railway 
which is compensatory. 


MR. COVERT: I would like to ask you this, 
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Mr. Jefferson, have either the Canadian Pacific or the 
Canadian National any interest in American routes that 
might conflict with the building up of Canadian ports? 

A. I can only speak for the Canadian Pacific. In 
So far as the Canadian Pacific is concerned, fo, sir. 

Q. For instance, has the Canadian Pacific Railway 
lines running into, Say, Boston or Portland? 

A. We have export rates to Boston and Portland 
through the medium of the Boston and Maine Railroad in 
the case of Boston and the Maine Central Railroad in the 
case of Portland. 

Q. My question was, has the Canadian Pacific in 
that case any interest in these American lines? 

Ay. No. 

Q. None at all? 

A. No financial interest in the American lines at 
all, no, sir. Of course, it all depends on what traffic 
you are talking about and where it is moving from and 
sO On. There are a lot of qualifications, but there is 
a basis for rates to New York and Boston and Portland 
for export. How, you do not make the St. John export 
rate first and apply that to the United States ports; 
the United States ports rates are made first because 
they are the shorter distance. Then we extend that to 
the Maritime ports. 

Q. And you have to put in a lower rate because the 
Canadian route is longer but you put in a lower rate to 
preserve that differential? 

THE CHAIRMAN: Would you call that in any sense 
a competitive rate? 


A. The export rate from St. John and Halifax? 


—-_? 
>, . 


apere? st. owt 


: rv iA 


odd yo ol bbost a nibeaed att. nstists: wad 


us 

nonge’ aN 
dani? asivor oeotreah i Jaorasnr ean fsnogtom ne} 
Yatdroq nmaisened to av patbited abd Attn oitaaes gta 


ck »ettined sei beesd odd tol eeega  yino: 88 a Hen ’ 


te ,on ,berteonoo af Siti toed nstbaned ont a “i$s9 of 


> 
* 
bet 
con 
Iey 
_ 
75 
oa 
S 
© 
ine 
oe 
ss 
s 
ie 
i 
> 
"7 
4 
J 


aud, Soradant 108 Pee 


- 


7. » 


Ah, has lIqol. co wieraoH ya  ~Odr .goinagy sankl 
prefered bos SOsROR oc ae ten JrOgKe syed OW wiles, 

fi bBo l Lah avis bas najech eft to wmiulhem eft iheasronsts 
at fPnorlist iexrtnsd skis edd fae woteod ae, seas ert 

; 4 obit nivah Qo S262 


sitios cabberw? edj esd .asw foliasip wa Oo 


vy 
pe 
c. 
=) 
4 


saedy si tastegnt vis) seas’ add 


<<. 
Ce 

= 
x 


, 
Sits ts. snok .2 
4 ‘§ 
73 soar wh sit-in weesotnl Istonant? of «A 


oe ©) ee ry ds . 7. * reat a a. » Sees £224 f 7 
SSLEBET Facw oo shreqeh ils tf, senvo0 20 ate ,on , iis 
Dis Nori gnivem «it 7f sesiw bas Fuoda gridles cvs voy 
P * 
: os + » ~ oe « ' —. . " + ~ > 7 ‘ 
rae Spar J LEG ® <4 EA Tab , 75 Me si B SIs searltt + ic os 


ad 
<<. dwareity x . nie lt ee | ae e * se 
Kwyeiexol ba nosso A froY well of Betas. sot elasd s 


‘ 

} Pe ra Meee nd Oa ae eee ie “ol tale , “ 

wOaxee WHOL . JG oft esse ton ob woe ,WoH .stoax?e tot 

i Fy 

5 \ = ial a in ry . = «. 
| (FeTGg, seIRe fot ia Odd oF jant.yvlage bas 2ect? etvac 
4 } 
4 » » at - bmn Me) 3 ~ ~ * - » oe inn a < Pe 
7 Sats nee S oanri sige sus saves -aertoo astbIe bed tad eit i] 
J ‘ 4 A. 
33 O2 tay Drotee ow asa? . .eongssibd vedtoda edd. eepeyed? 


o'er? 


ont aguscet sex tewol s At Yuq of evad voy BnAW!.o 


‘ 


2g 


i, 
2 


Ooo otesvawdt 2 ot Gag lvey Sed wsqgcok a)’ etuot neibensd 


¢ nal “és 
y 


7 (S . cCsgtettaeretitn sett: evreshag 
. “Saree yet ob dente Cine ‘poy biwol MAME RED | — es a v, 
hes & ' - 


. | ie ) TO9B2) ovid tioqmos. &! 


R i te teeta, 


TPien’ Gris cetok 128 wert y 


‘ 2 


airy 


ay 


a 


- 16428 - ; Mr. Jefferson 


Q Yes. 

Aa G3, Sir. 

Q. Then the competitive rate must be compensatory? 
A Yes, sir, we want them COmpensatory. 

Q. And they are too, and they must provide a 
certain amount of surplus over out-of-pocket costs? 

Ay Yes, Sir, but in the one case that we showed in 
our Submission of the At. and East grain rates from 
Georgian Bay ports - - 

Q. How far? 

Ree tO oc. JGhn. 

Q. You say that rate is non-compensatory? 

MR. COVERT: That is what their Submission says. 

THE WITNESS: That is what we said in our 
Submission. It is dealt with at page - - 

MR. COVERT: Mr. Jefferson, I think the only 
question I want to put to you is this, to get your 
views on, and that is as far asyou know there is no 
interest in American lines by Canadian Railways that 
would conflict with the interests of Canadian ports? 

A. I do not see how you can Say there was, so long 
as they maintain an equality of rates. Now, don't think 
that the rate from a place like Riviere du Loup to 
St. John and Halifax for export is the same as to Portland 
or Boston; that is entirely another matter. 

2. That is because there would he no export rate 
needed perhaps? 

A. There might be one needed, but the geography 
iswidely different, but I want to speak in terms of, 
Say, Montreal and west. 


THE CHAIRMAN: Well, there is no competition in 
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the case you mentioned now. There is no competitive 
route; they have to take yours? 

Ay Th6t iseright, 

MR. COVERT: But you understood my question, 
Mr. Jefferson. I think you feel that you have answered 
it, do you, that as far as you know there is no ownership, 
direct or indirect, of routes in the United States that 
would bring about a conflict of interest as far as our 
national ports are concerned? | 

A. Speaking for the Canadian Pacific Railway, as 
far as the Canadian Pacific Railway is concerned, none. 

Q. Now then, on the Subject of geographic and 
economic disadvantages, I think there is no need of my 

reading that portion of the Order-in-Council which sets 
up this Commission and which deals with economic and 
Seographic disadvantages. I think it is 2(a). 

A. What is that? 

Q. "Review and report upon the effect, ifcany,; 

of economic, geographic, or other dis advantages 

under which certain sections of Canada find them- 
Selves in relation to various transportation 
Services therein, and recommend what measures 
Should be initiateq in order that the national 
transportation policy may best serve the general 
economic well-being of all Canada". 

Now, I just wanted to know your opinion if any 
recommendations at all should be made under that section? 
I have in mind that perhaps you feel (you can correct 
me if I am wrong) that rates should not be adjusted 
to take into consideration geographic or economic 


advantages or disadvantages? 
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A. Well, perhaps I won't Say never; put if 1. aan 
get a concrete illustration I could deal with it. 

Q. Well, perhaps we can break it down a little more 
then. Would you Say this, that there should be nothing 
in the Railway Act that woulda compel the Board of Trans- 
port Commissioners to taxe into consideration economic 
and geographic disadvantages? 

A. Well, as a traffic man, I would say, that if 
you do, then I do not care what the commodity is, or 
what the movement is, if you consider that with respect 
to one party, then other parties will want the same 
consideration. 

Q. And then, I Suppose, you would go this far, 

Mr. Jefferson, that there would be perhaps no limit to 
what particular region or area might claim that it had 
a disadvantage? 

i. Inet ls (right. Tf mean, you can get the legis- 
lation so wide-open that it would be very difficult 
for both the railways and the Board to administer 
under the Act. 

Q. And you would say then, Mr. Jefferson, generally 
Speaking that people must suffer from disadvantages 
and they have a right to hold any advantages they have 
Seographically or economically and that freight rates as 
Such, should not disturb them one way or the other? 

A. That is right, but I do not want to be con- 
Sidered as saying - I do think the railways themselves 
are considering situations of that kind in the making 
of their rates. 

. Q. And you say the railways should have that 


power to do that if they so desire, and if they think it 
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in the interests of the railway. It may be advantageous 
to the railway and may bring revenue to the railway? 

A. Well, I think the railway should have elasticity 
to make freight rates, and, as I have always said - - 

9. On the basis of discrimination or preference? 

Ae Yes, 81, I -want to add, if the railways do not 
have that elasticity, then I am afraid that things might 
get into such a state that it would be harmful, not only 
to the railways (I am not Just thinking of that alone) 
harmful to industry and harmful to the country. 

COMMISSIONER INNIS: You think things might be 
worse? 

A. Yes, sir. 

MR. COVERT: But it is distinctly a power you 
Say, that the Board of Transport Commissioners Should not 
undertake? 

THE CHAIRMAN: What is that? 

MR, COVERT: A power that the Board of Trans- 
port Commissioners should not have. 

THE WITNESS: Well, I would just say I do not 
know how they would adminster it if they had it. I think 
you would make it very difficult for them. 

Q. Therefore, they should not have it? 

A. That is right. I think it would make the 
Situation very difficult for them. 

Q. Might I suggest this might happen? If they did 
have it, they might make a decision to put in a rate that 
would perhaps assist a certain locality, and then, if 
Some other locality came along and asked for the same, 


the Board of Transport Commissioners themselves might be 
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put in the position that they would be an advocate of some- 
thing they had already done? 

Awe thas might be, but if you did it for one, and 
Someone else came along, they would have Some difficulty 
in determining where the line of demarcation would be. 

THE CHAIRMAN: Do you remember there was some 
question the other day'as to what extent, if at all, the 
Interstate Commerce Commission these considerations in 
fixing rates, to what extent the Interstate Commerce 
Commission in their Judgments take into consideration the 
economic factor? 

A. Well, I don't know what the Act permits. 

Q. As between localities. You remember we had it 
here. The case was about some railway reducing rates 
running out of Pittsburgh to the north, and those rates 
were opposed. I did not read the case, but from what I 
heard read, it would appear that partly at least, the 
Interstate Commerce Commission Said, that these favorable 
rates out of Pittsburgh would militate against similar 


industries on other railways. Isn't that right? 


(Page 16436 follows) 
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A. Well, thot was in connection with the shorizontal-- 

MR EVANS: That entered the question of reason- 
eableness, and our Board would have exactly that same power 
here, 

THE CHAIRMAN: Reasonebleness? 

MR EVANS: Yes. 

THE CHAIRMAN: T would like to have that case, 
You gave it to me, LI think, 

MR EVANS: [ mey have given it to you, or Mr, 
Jefferson may have given it to you, 

Q. Do you remember that cease, Mr, Jefferson? 

A. Well, I think whet the Cheirman is Speaking ebout 
was statements that I made in connection with horizontal 
increases, 

MR EVANS: Thot is the one. 

THE CHAIRMAN: That is right. 

THE WITNESS: And the reason why the railways 
wented a maximum on the rates on iron and steel, 

THE CHAIRMAN: Q. From Pittsburgh? 

A. From Pittsburgh we will Say to New York, in com- 
perison with the Bethelem district to New York, yes, sir. 
But perhops I could enswer your thought this way: As T 
understand it, under the Interstate Commerce Act the position 
of the railways in the United States is just the some as in 
Canada; the railways have freedom to--- 

Q. Oh, yes; I am not discussing that; it is the posi- 
tion of the two boerds that I am trying to compare, whether 
the Interstate Commerce Commission has a wider discretion in 
economic considerations then h.as our Transport Board? 

A. My understanding is tmat the two Acts ore not dis- 
Similar in that respect; I am stubject to correction. 

MR EVANS: I think thaet is so. 
THE CHAIRMAN: I remem¥ber there were two questions 
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arose on the same occasion. One wes whether if at all, 
end to what extent, the Interstate Commerce Commission 
acted on considerations as between localities on different 
lines of railway, and also to whet extent they had the 
experience of hearing consumers appearing before them and 
deal with freight rates from the point of view of the 
consumer of the goods; you remember that; we hed those two 
points at the same time. So if anybody knows of any cases 
that would throw any light on either or both of those two 
matters, I would like to have them. 

MR COVERT: Q. “I just wented to deal with this 
from one more espect, Mr. Jefferson. There sare apparently 
the two distinct views that have been put forward to this 
Commission: One is that the Board of Transport Commis- 
Sloners should be able to take these matters into consider- 
ation and perhaps should develop them to en economic 
planning board, although I think nearly everyone hes per- 
haps shied sway 2 bit from thet, perhaps because they do 
not like the name; on the other hend, there is the definite 
view that the Board of Transport Commissioners should have 
none of those powers--- 

A. Have what? 

Q. That the Board of Transport Commissioners should 
have none of those powers, but that it should be left 
entirely in the discretion of the reilweys, and I think 
that the Canadien Pacific at page 33 indicated thet the 
railways have mitigated but they cannot eliminate the 
Seographic disadvantage of the distence from mserkets. 

Now, when you sey they heve mitigated it, I presume you 
mean that they have really done that by taper of rates? 

A. Rates do taper as the dtistance increases. 

GQ. “Yes. 


~ 


Q. Yes, sir, 
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Q. And thet woulda be whet you meant by the mitigation 
of distance; you cannot eliminete it altogether, but you go 
thet far by bringing sbout taper? 

he Well, 2. ..d6. not. mew where this statement thet 
you refer to is made, 

Q. I think it was On Ppabe 33s. DL. thisik perhsps the 
word "mitigate" was my own. It is at the bottom of pege 33: 

"It is not possible to Place all areas of Cansdoa 
in the seme position with regard to transportation 
adventseges or disadvantages," 

My point is thet the railways make their position very 
Clear, thst you cannot eliminate the disedvantage of 
distence, and you have perheps mitigated the disedvantage 
of distance by tapering of rates and so on? 

Ae 6 Ghat extent, yes. 

Q. It is on page 32: 

"Thus, the railwoys have mitigated, while they cennot 
eliminate, the Seographic disadvantage of distance 
from markets." 

As. Yes, sir, I see that now, 

Q. And I suppose you would say also, Mr, Jefferson, 
that the railways, by bearing in mind whet the treffiec will 
bear, have slso perhaps on many occesions mitigated the 
results of distence from markets? 

Aw. Yee; ’sirs I say we have, yes. 

Q. And you would feel that from ea business point of 
view perhaps thst is sbout the only wey it cen be left, in 
the hands of the roilweys? 

As I think so, yes, sir. 

Q. And if eny other method of rate-making were 
imposed upon the railweys it might mean thet a good many of 
these rates might be imposed that were non-compensatory? 


A. x do not know sbout thot. I would have more fear 
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that things would become So rigid thet it would react to 
the disadventage of Canada, 

Q@. And you would perhaps be upsetting vested 
interests -- perheps "vested interests" is an unhappy 
phrese, but industries built up on the basis of adventages 
might be subject to some dislocation if you put in rates 
that would make up for disedventages some other place? 

A. Well, I don't know that T get the purpose of your 
question; TI have not followed fet 

Q. All I am seying is that if oan industry is built 
up on the basis of adventeges that it hes, and if you put 
in--- 

A. Its natural advantages? 

Q. Beg pardon? 


Its natural edvantages? 


Oo Pp 


. thos Late lnetural advantages; and you put in 
rates to another place that is suffering from disadvanteges, 
it may affect that industry already esteblished, built up 
on its natural advantages? 

Q@.0 If we gave serate to’== TE will illustrate it by 
Sayines Mseoacy 

groves? 

A. And A has an advantege in reaching C3 -B has a 
disadvantage. 

Qs Ves? 

A. Now, if we gave B A's rete we might not be fair 
to A; is that whst you mean? 

Q. That is rent. 

Ay Yes, veir. 

THE CHAIRMAN: Q. Pcrdon me, then; have you in 

mind two points both on your own line of railwey? 

A. ‘Moybe, tyes, ici. 

Q. Well, but have you that in mind? 
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fy Have we such? Oh, we wouldn't. 

Q. Is that what you have in mind, I say? 

As Oy. Yes, sir, 

Q. Suppose the two points were different, one on your 
line and one on another line, then would you have the same~-- 

A. Well, we would have no control of the situstion. 

Qe No, bust. in granting a rate it might be more 
favourable to the locality on your line over the locality 
on the other line; would you be constrained by the same 
fear of creating an unfsvourable position for the other 
people? 

As Well, I will illustrate it this--- 

Q. Because, as I understand our Railway Act so for, 
unjust discrimination is only that granted by one railway 
2s between two points on its own line? 

As That is right, 

Qs. Thet is right, is it? 

As Yes, sir, 

MR SMITH: If your lordship pleases, you asked 
about a case about consumer interests. Perhaps at this 
time it would be convenient if I gave you @ case on that 
point from the United States. 

THE CHAIRMAN: I would like to have it. What 
esse 15: 1b? 

MR SMITH: It is the case of the Ayrshire Colleries 
v. The United States, reported in the United States Supreme 
Court Advance Opinions, volume 93, number 5. 

THE CHAIRMAN: Is that in the library here? 

MR SMITH: Yes. It is a pamphlet copy I got from 
the library. It is decision number 5, at page 220. 

THE CHAIRMAN: Thank you. 

MR SMITH: And the headnote reads as follows: 


"Corriers! rate structures are not designed mere- 
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ly to favor the revenues of producers and Carriers, 
but to Sefeguard consumer interests as well by 
equalizing access to markets," 
The opinion is the opinion of Mr. Justice Douglas, 
delivering the judgment of the Supreme Court of the 
United States. 
THE CHAIRMAN: Well, thank you. We will not go 


eny further into it now, SO as not to interrupt Mr, 


Covert's examination, I am glad to have thet, 


(Page 16443 follows) 
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MR. COVERT: Q. Now, Mr. Jefferson, I would like 
to discuss with you the question of horizontal increases. 


A. Yes, Sif; 


G5 On Page 26 of the Report of the Duncan Commission 
it is stated: 

"The railway administration, in giving 

evidence before us, agreed that long distance 

traffic, particularly heavy traffic, had been 

seriously prejudiceq by the operation of the 

horizontal increase ." 
That, I believe, was back some time in 1926; the evidence 
of the railway administration was given some time in 1926. 
I was just wondering if by any change you had appeared 
before the Duncan Commission. 

A. No, I was in the west at that time. 

Q. Do you know whether or not anybody from the 
Canadian Pacific was called before the Duncan Commission? 

A. I am not positive; there may have been; I 
wouldn't be surprised if they were, but I couldn't 
say who it was. 

Q. Do you disagree with that statement? 

A. Do I disagree with it? 

Q. Yes,not the fact that the railway administration 
gave evidence before them, but do you disagree with what 
apparently was the opinion of the railway administration 
at that time in 1926? 

A. Who made the statement? 

Q. In the report of the Duncan Commission, Sir Andrew 
Duncan says that the railway administration in giving 
evidence -- 

A. I thought you said the railway commission. 


Q. No, the railway administration. 
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A. Vet. Gk 

Q. I just want to know first, if you disagree 
with that statement? 

A. Would you read it for me again. 


@. It reads: 


.long distance traffic, particularly 


heavy traffic, had been seriously prejudiced 

by the operation of the horizontal increase.” 

A. I agree with it, as I have said, to the extent 
that the long distance traffic going to any given point 
Peoeier/eaeates unit increase than shorter distance 
traffic going to the same point. 

Q.- That is purely mathematical. 

Bes Yes, S27. 

THE CHAIRMAN: I am not quite sure that 
I understand what that statement means. The traffic 
has suffered, does that mean that there is less traffic 
than there would otherwise be? 

MR. COVERT: I don't think °Mr. Chairman. 

THE CHAIRMAN: Will you read it again, please? 

MR. COVERT: "The railway administration, 

in giving evidence before us, agreed that long 

distance traffic, particularly heavy traffic, 

had been seriously prejudiced by the operation 

of the horizontal increase." 

THE CHAIRMAN: If the traffic had been 
seriously prejudicega,. does he go on to say what he 
means by that? 

MR. COVERT: The report continues: 

"Tt was, they said, their opinion, that 

even on ena level of class rates, 


and considering expenses, the higher class 
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goods are not carrying thedi full share of the 
expenses of operations. They had made the 
suggestion to the Board of R.ilway Commissioners 
some two years ago -- at a time when a reduction 
in class rate was being considered -- that instead 
of reducing the class rates, they should select 
what was considered basic commodities such as, 
grain, «forest products, (coal, iron: and steel," 
He goes on to say: 
"The Railway Board, we were informed by the 
R-ilway Administration, felt themselves prevented 
from working out the proposition in that way, 
Since when the advances were made they were 
made horizontally, and some declaration had 
been made at the time that when reductions came 
they also would be made horizontally." 
The report continues further: 
"In view of the importance of railway rates 
to long distance and heavy traffic, we have 
no hesitation in recommending that the 
matter should be taken into fresh consideration 
by the Railway Commission, that they should 
be relieved from thenecessity of regarding 
themselves es bound by any such declaration 
as is referred to, but should be free to 
consider the whole question on its merits." 
It seemed to me that in the whole context he is coming 
to the conclusion that the higher rates on traffic 
should bear its full share, and that the long distance 
traffic -- 
THE CHAIRMAN: That may be, but the language 


used there suggested that long distance traffic was 
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suffering. I think I understand what is meant now. 
Is there anything to show whether or not the 
Board of Transport Commissioners have put into effect 
the recommendation that the Duncan Commission made there? 
MR. COVERT: I think, Mr. Chairman, that this 
particular phase of the matter was fully discussed before 
us when Mr. Forsyth gave evidence in Montreal, and his 


complaint was that although it had been recommended by 


this Commission and other Commissions, that nothing had 
ever been done with it. 

THE CHAIRMAN: By the Boarg? 

MR. COVERT: By the Board. I wanted to find out 
first from Mr. Jefferson if he thought there was something 
wrong with that statement, or whether he disagreed with 
it. 

Q. That is, whether or not long distance traffic, 
particularly heavy traffic, had been prejudiced by 
the operation of horizontal increases? 

A. Not from the evidence that I have given you, no. 
I don't understand these paragraphs that you are reading. 
It seems to me that this is just what was done; that in 
1920 the rates to eastern Canada were increased 40 per 
cent. That was in September 1920. Then on January 1, 
1921, that 40 per cent was dropped to 35 per cent. Then 
on December 1, 1921, it was dropped to -- I have 
forgotten whether it was 30 per cent or 25 per cent. 

MR. O'DONNELL: 25 per cent. 

THE WITNESS: 25 per cent. The rateswent 
up horizontally; they went down horizontally. In August 

1922 the Boerd did reduce the basic commodities,and the 
basic commodity rate instead of being at a 25 per cent 


increase over the rate prior to September 1920, was reduced 
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to a basis of 123 per cent of the rates prior co 
September 1920; and those basic commodity rates on heavy 
commodities that you are talking about were reduced 
horizontally. 
MR. COVERT: @Q. You are referring now to the 

Statement following, are you not, that "the Railway 
Beard, we were informed by the railway administration --" 

A. Where is that? 
2G 38 4t Pace 27; 
° Yes, sir, 


Is that what you are referring to? 


oo. fa sy £ 


Yes, sir. 
THE CHAIRMAN: Will you read it for us? 
MR. COVERT: That is the part I read before, 
Mr. Chairman: 

"The Railway Board, we were informed by the 

railway administration, felt themselves 

prevented from working out the proposition 

in that way, since when the advances were 

made, they were made horizontally, and some 

declaration had been made at the time that 

when reductions thay also would be made 

horizontally." 

That, I think, is what Mr. Jefferson is saying, 

that when they made reductions they made them horizontally. 

Q. But as I understand it, Mr. Jefferson, tre 
railway administration asked that special consideration 
be given, not just horizontal reductions, but that the 
Special consideration be given to select commodities 
which included grain, forest products, coal, iron and 
SGecl. 


BK, And that is what was done in the summer of 


1922. 
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& 


I think perhaps we are at CrOgg purposes on that. 


A That may be. 

Q. I don't think that is the point. 

A I have explained to you what was done. 

Q. That is not the point that I am really in- 
terested in, Mr. Jefferson; and I am not interested 
in whether or not the Duncan Commission properly sets 
out the facts. My understanding is that it does. But 

on this 

that is not the point. My only thought/is whether or not 
you think that long distance traffic, particularly heavy 
traffic, is seriously prejudiced -- or leave out the 
word "seriously" -- is prejudiced by the operation of 
horizontal increases. 

A. I have said on different occasions, no, but 
I gave my reasons for saying no. 

Q. Do you think that that was not the situation 
in 1926 when the railway administration apparently made 
that statement to the Duncan Commission? 

A; It might depend on whether prices were 
going down or prices were going up; I don't know. 

Q. In 1925-26. 

A. In 1925-26, as I recall it, prices were stiffening. 
In 1926 it was what I think they called a boom year. In 
1927, 1928 they started to recede, and in 1929, much more 
so; 1929 was the early beginning of the depression period. 

Q. But today, as far as you are concerned, you 
say that the horizontal increase does not prejudiciously 
ALLect iv? 

Bee That “is right. 

Q. Regardless of the paternity of the exceptions 


to the horizontal increases in the United States, it is 


a fact apparently today that the railways of the United 
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States do recognize that long haul traffic does need 


to be treated differently, because they very often Suggest 


these exceptions. 

A. That is right. 

Q. Dollar-and cent-wise, you would seres. Mr. 
Jefferson, that the man located at the longer distance 
from a market compared with the man located near the 
market does suffer from the horizontal increase; that is, 
dollar-and-cent-wise, he pays out more for freight. 

A. Tcon' i san, he Suriters, but his transportation 


costs go up by a greater amount. 


Q. His transportation costs do gO up by a greater 
amount? 
A. BAe 
Q. eal t his transportation costs are part 
O 


or his cost/production, then dollar-and-cent-wise he 
is worse off than the fellow who is near, but he may not 
have to suffer them before perhaps the rise in prices? 

A. He is no worse off; in fact, he is better 
Olt IT the price has gone up by a greater percentage 
than the transportation charges. 

Q. He is better off than he was before? 

A. Yes. 

Q. But he is not better off than his competitor 
from the moment the horizontal increase goes into effect 

A. But, Mr. Covert,we will take for (retaae naetee 
say Toronto, and one man is shipping 100 miles from 
Toronto and another man shipping 200 miles. Now, if the 
man 200 miles from Toronto could . compete with the 
man 100 miles from Toronto before the horizontal increase 
was made, he could still compete after it was made, if 


his prices had gone up by the same amount or a much greater 
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amount than the transportation charge, because his costs 
would not have gone up any more than -- I am speaking now 
of his plant costs, which would not have gone up any more 
than his competitor's. 

Q. If that is the assumption -- 

A. I don't think it is an assumption; I think it 
as, e/ Lact. 

THE CHAIRMAN: Q. What kind of costs did you say? 
A. His operating costs; his plant costs, if he 


makes the same product. 


Q. You are excluding his transportation costs? 
A. Veo Git 
Q. As a matter of fact, these transportation costs 


had gone up by a greater amount than those of the other 
person 100 miles away. 
A. Per hundred pounds, yes, sir. 

MR. COVERT: Q. Mr. Jefferson, I would now 
like to ask you again, assuming that the railway's 
revenues could be safeguarded, that is that you are 
assured of perhaps a fair rate of return on your net 
property investment, would you not agree under circumstances 
of that kind that some Spxific consideration should be 
given to long haul traffic, especially in a country like 
Canada, where you do have a so-called "strip-like" economy, 


and a large part of our production is the production of 


basic commodities. 
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A. Well no, I don't think that that would be fair 
to the industry nearer by the point of consumption. 

Q. Well, let us take this case. Suppose - - 

A. That is all contained in the tables on page 57 
and 53 of Part IT. 

Q. Do you mean the answer to my question is? 

As Yes, Sir- 

THE CHAIRMAN: What page are you looking at? 

Pe) of end Some Part 11. 

MR. COVERT: That is not an answer to my 
question, Mr. Jefferson. I have asked you this: assuming 
that the revenue of the railway were assured, that is, 
you had a method of arriving at rates so that you could 
get the proper amount of revenue, now, under circumstances 
like that, would you not agree that some consideration 
Should be given to long haul traffic especially in a 
country like Canada with its strip-like economy, so- 
called, and where it does to such a large extent produce 
basic commodities? 

A. I would say, it might prove unfair to the man 
nearer the market. 

Q. That would be a reason, you think, for not 
having exceptions to horizontal increases on long haul 
basic commodities? 

A. Yes, sir. We ran into some trouble when we 
removed the Mountain Differential. We had complaints 
from people in British Columbia whose rates were 
reduced by the removal of the Mountain Differential 
more than someone else's rates were reduced. 

THE CHAIRMAN: Whose rates were what? 


A. Were reduced more than someone elses! rates were 
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reduced by the removal of the Mountain Differential. It 
is just the reverse. The man nearer by did not like to 
have the man further away reduced more than the man nearer 
by. 

MR. COVERT: I understand that, Mr. Jefferson, 
but I don't think that that answers my Question. You see 
in - - was it in 1918 that you had the 25 Percent increase? 

MV. Yeh, Seiler: 

Q. Now, in that case there was considerable attention 
paiq to limitytions on long haul horizontal increases. 
NOW; “for instance - .- 

A. The 1918 increases both in labour and freight 
rates were increased in the same manner as in the United 
States. 

THE CHAIRMAN: 1918 did you say? 

AP eT HUEOLS | 

MR. COVERT: But in 1918 you did make exceptions 
in the case of iron ore? 

A. Yes. 

Q And stone? 

A Yes 

Q. Sand and gravel? 

A Yess 

Q. Cement, lumber and plaster, lumber, forest 
products, pulpwood? 

A. Yes, but in either east or west or one of them - 
not necessarily in both areas. 

Q. But in either one or both you did? 

A. There was a different situation in the east and 
in the west. 


Q. Yes, that is right, and you made it on mill 
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products and livestock, sligar; All. i am Saying is, that 
at that time « = 

A. Not on sugar, no. 

Q. Well, let us put it this way. Is it fair to say, 
that on a large number of basic commodities, you did make 
exceptions to the horizontal increases? 

A. Thatvis right: 

2. Now, you did it in 19189 

Aa. Yes, Sir, 

Q. And that indicates clearly that the power is there 
in the Board? 

A. That was not done by the Board of Transport 
Commissioners, the 25% increase in August 1918, was by an 
Order-in-Council. 

Q. Now, could I ask you this, Mr. Jefferson? Who 
made these suggestions about limitations on these basic 
products at that time? 
| A. Well, I was at the meeting when it was done, so I 
can tell you how it was done. They had the wage increase 
in the United States. They had the wage increase in Canada, 
and during the war Canada had to make the wage increase 
and it was understood that the freight mates would be 
increased in Canada just the same as in tthe United States 
under the so-called McAdoo Award, and we s.at over in the 
Board of Transport Commissioners for days and worked on 
the draft 0 rder-in-Council for the increase im freight 
rates in Canada, and the only differentiation between what 
was done in Canada and the United States was in Western 
Canada where the Board themselves felt that the Canadian 
railways should, in many instances eliminate the 15% 


increase that had been made in March of the same year. 
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In the east, the increases were compounded. 

Q. The Order-in-Council, Mr. Jefferson, was made 
pursuant to a report of the Board of Railway Commissioners 
for Canada? 

& That is right. 

Q. And after discussion between the members of the 
Board of Railway Commissioners and the railways? 

A. It was considered the most expedient way to do 
it, because wages had gone up just the same in Canada 
as in the United States and that freight rates should fexe) 
up the same in Canada as the States. 

THE CHAIRMAN: I am assuming, of course, that 
the Order-in-Council was made under the authority of the 
War Measures Act, or whatever it is. 

MR. COVERT: I presume it was, Mr. Chairman. 

MR. O'DONNELL: The Decision was to remain in 
force for the duration. 

MR. COVERT: Yes, it was under the authority of 
the War Measures Act. Now, my first point, Mr. Jefferson, 
is that there were exceptions made to a horizontal 
increase. That was recommended by the Board of Railway 
Commissioners, and you say you were present? 

AQ) Yess stn. 


Q. And do you agree that this was done? as I have 


A. As I have explained to you, it was agreed that 
it was the way to do it and to do it quickly, when at 
that time you were increasing wages in Canada identically 
with the United States, that you should increase 
freight rates identically with the United States and get 


it done quickly. 
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Q. Do you think it was the wrong method of approach? 
A. Not at that time, no. 

Q. But it would be today? 

A. It would be today, yes. 

Q. Now, in another case in Canada, Mr. Jefferson, 


there were exceptions made to horizontal increases on 
some commodities? 

A. What case was that? 

2. I thought you would probably be able to tell us 
more quickly than I could? 

A. There were so few in Canada, that I cannot tell 
you, at, 

2. In the 40 Percent Case, in 1920, were there 
exceptions made at that time? 

A. The only exceptions made in the Lo Percent Case 
outside of coal and coke (I don't think coke was even 
included; it was just coal) outsige of coal was sand, 
gravel and crushed stone. These were not given any 
increase and cordwood, edgings, mill refuse and slabs 
used exclusively as fuel were only increased 10%. Now, 
those are the only exceptions, and the Judgment explains 
why those exceptions were made. 

Q. For example, in the case of crushed stone, sand 
and gravel, the Commissioners, I think, said to the rail- 
roads:- 

"Nothing is more urgently required than the 
improvement of our highways, and an increase on 
rates on these materials would defer this muhh 
needed improvement." 

A. But the exceptions had nothing whatever to do 


with horizontal increases. That is the point. 
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Q. Well, my Only suggestion, Mr. Jefferson, is 
that there have been cases where basic commodities 
have had some exceptions made? 

A. Not in cases of horizontal increases, none 
in Canada at all, except in that 25% Case. 

Q. And then, would you say this, that apart 
from the time that the arrangement was made on the 
recommendation of the Board of Railway Commissioners in 
consultation with the railways and brought about by an 
Order-in-Council under the War Measures Act, that no 
Special consideration - - 

A. Since that time? 

Q. Either before or since - has been given to 
making exceptions to horizontal increases in Canada? 

A. I do not recall at the moment (I will look) 
whether the 15% increase in March of 1918, whether there 
were any exceptions in that or not. 

Q. Now, in that case, I think the Board said, that 
Sand, granite and crushed stone could not stand a 15% 
increase, and limited the increase to 5¢ a ton? 

fA. Yes. 

Q. And in dealing with the lumber rate situation, 
the Board recognized the difficulties, and the question 
was, how to increase lumber rates without dislocation 
of traffic by changing the rate relationship? 

A. The only other exception was the lumber, out- 
Side of the Crow's Nest grain, and the increase on the 
grain rates was held down to 2¢ so yow would not exceed 
the statutory rates. 


Q. Then, would it be fair to Sa‘y that as far as 


Canada is concerned, the Board of Tra.nsport Commissioners 
or its predecessors have not paid mucsh attention to the 


granting of exceptions to horizontal increases. 
(Page 16457 follows) 
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Be oh “WOR't ‘day they have not paid attention to uC 
but they have not--- 

Q. Well, put it this way, that they have not 
created many exceptions? 

He "Ties is riche; 

Q. fnd would it be likewise fair to say that the 
only time that it was done, to any greet extent at least, 
was when it was done in 1918 pursuant to thst Order in 
Council? 

A. That is right; and at that time no consideration--- 

Q. And thet was st a time--- 

MR O'DONNELL: Let him snswer. He seid, "At 
that time no consideration" --- 

THE WITNESS: And et thot time no consideration 
whatever was given to the matter from the point of view 
of whether the increase would be horizontal or otherwise. 
We edopted in Canada the pattern of the McAdoo award in 
the United States. 

MR COVERT: Q. There were quite s few exceptions 
to the McAdoo award, the treatment in Ceneda and the 
United States, were there not, in that decision? 

A. Not so fer as the east was concerned. The only 
exceptions that I recall was in the west, and the excep- 
tions in the west was that the increase under Order in 

Council P.C.1863 had to include the 15 per cent increase 
that had been made esrlier in the year. They could not 
compound the two on certain things. 

Q. And if the McAdoo award in the United States -- 
if the result of their increeses there took into consider- 
ation the question of exceptions to horizontsl increases, 
and thet in turn was reflected in the report of the Board 
of Roilwey Commissioners adopted by Order in Council, then 


in effect in the drafting of those exceptions in Caneda 
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it 1s a mere accident in 2 wey in effect, because they 
had been adopted in the United States? 

A. As I said, it was the most expeditious wey to 
do it. 

Q. At the time when the members of the railway sat 
down with the members of the Bosrd of Railway Commissioners, 
were there any representatives other than the railway 
representatives present, do you remember? 

A. I do not remember. I was only an assistant 
general freight agent then; I was more of 3 helper. If 
there was any there, it was only the Canadian Manufacturers! 
Association and the Toronto end Montresl Boards of Trade. 
Whether they were there or not I heave forgotten. 

Q. Now, I want to put this to you, Mr. Jefferson: 
Suppose the railways could go to the Board of Transport 

Commissioners and get a temporary increase quickly, on 
the basis of s horizontal increase; supposing, for example, 
in the 30 per cent applicetion they had got 30 per cent 
within a month? 

hon CES, Sy, 

Q. Now, suppose thet were put in the form of an 
interim increase--- 

A. Of a what? 

Q. In the form of an interim increase, for a definite 
fixed period, say six months to a year, to enable the 
railway companies to obtain traffic statistics and to 
ascertain the effect that this horizontal increase might 
heve on long-haul traffic or basic commodities, and the 
railways were told that at the end of that prescribed time 
they had to come back to the Board of Transport Comm, ssion- 
ers and show them these traffic statistics and indicate 
whether or not the horizontel increase had sdversely 


affected long-haul treffic; would you say that that would 
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be a Satisfactory position as fer as the railways are con- 
cerned? 

A. You mesn you would put the responsibility on the 
railways? 

ey Yes, 

A. “Yess end the Shippers would not have anything to 
say about it? 

Q. Well, the award is then temporary; at the time 
they come beck to make it permanent, that would be the time 
when the discussion would erise, rather than at the time 
when you are asking for your revenue requirements; the rate 
will give you your revenue requirements. Would you think--- 

A. You want to substitute something else for the 30 
now? I don't know that I follow you, 22". Covert, but if £ 
do follow you, as I understand you sey if we apply for a 
30 per cent increase and get a 30 per cent increase sat once. 

Qe Inat Ts tener. 

A. Interim incredse. Then we are told in six months, 

"Now, come back with a new pattern and tell us what you are 


going to substitute for that 30 per cent increase"? 


Q. Yes. 

A. Observing the effect of the horizontal increase? 
Q. Yes, 

A. On certain industries and trade and so on? 

Q. Yes, 

A. Could we do it? 

Q. Yes, 

A. Is that your point? 

Qs” Yes. 


A. Well, it could be done, but I am afraid thet after 
the railway studied it end took out what figures it could, 
then by the time we got back we will sey the provinces, 


which we have hed with us for some time, would object to it. 
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Then we would have to start all over again. 

Q. Well, you would still be getting your 30 per cent 
all the time? 

As ore, Yes, sir, 

Q. I just wanted to know whether or not you thought 
that that was practical at 8147 

A. It is practical to the extent thet the railways 
could make an estimate on what they might consider should 
replace a horizontal increase, if they thought some recog- 

nition should be given to maximum, but when you got back 
and nobody agreed with you, how much further shead would 
you be? 

Q. Well, you have the Board of Transport Commissioners 
to determine that; but my point is, wouldn't you say that 
the railway--- 

A. No, but my point there was that when you got back 
and the provinces or someone else wanted to change the 
scheme all over, then you would have to go back and take 
your figures out all over again, just to find the effect of 
the change. 

Q. Would not the railways be in a position to give 
traffic statistics better thon enyone else on that subject? 
Wouldn't they be sble to show whether or not the actual 
traffic had continued to move? 

A. You mean during the period of the increase? 

Q@. Yes, 

‘A. Yes, but it would mean a wey bill study. There is 
no human being that cen tell you what all the traffic is 
that they move. It has all got to be done statistically. 

Q. Would not the railways be apt to get complaints 
under those circumstances, and couldn't you follow them up 
to see whether your customer was being hurt? 


A. Yes, sure; individual complaints, yes, sir. 
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Q. Well, what I wanted to find out, as I say, is 
whether or not you think a system of thet kind would work, 
and you tell me no? 

A. No, because, for instence--- 

Q. Your answer to that is no? 

fh. No. Supposing the suger men down east here said 
thet Saint John snd Halifax had e horizontal increase that 
prejudicislly sffected him, and the sugar man at Montreal 
or in Vancouver or the Alberta mon wes not quarrelling 
about it, how sre you going to find out your sugar revenue 
and how much it would affect your suger revenue? You would 
have to have the revenue on suger from each point of origin 
where the complaint was involved, 

THE CHAIRMAN: Mr, Covert, you are not finishing 
today with Mr, Jefferson? 

MR COVERT: No, I have not, 

THE CHAIRMAN: Well, we are very sorry to bring 
you back again, Mr. Jefferson. You have been very patient, 
but you ore go extremely useful to us that we shell have 
to ask you to come again on Monday. 

THE WITNESS: I will be back, sir. 


---The Commission edjourned at 4:10 p.m., to meet egein on 
Monday, Februery etsy 1950, a 10230 2 um, 
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Ottawa, Ontario, 
Monday, February 27, 1950 


MORNING SESSION 


---The Commission met at 10.30 am, 


C. E. JEFFERSON, RECALLED 
EXAMINATION BY MR. COVERT (Cont'd) 

Q. Mr. Jefferson, I want to deal a little more with 
the question of horizontal increases. First I wish to 
call your attention to a few of the statements made in 
the 21 per cent case. At page 46, near the bottom of 
the page the Chief Commissioner said: 

"To what extent shippers' markets would 

be actually restricted is, I think, unpredictable. ‘ 

A Yes.. 

@. He also made the statement?! 

"There is nothing on the Board's records 

to show what the situation was with respect to 

that feature following the general increase 

in rates authorized in 1918 and 1920." 

Just before that he made the statement: 
"This general statement was not supported 

by an evidence with respect to actual traffic 

movements. " 

Then at page 65 at the top of the page, the second sen- 
tence,he said: 
"But, as I view the matter, this is the 

only workable and practical method of dealing 

with the question in order to provide the 

additional revenue required by the railways." 


Then in the second paragraph, starting about the middle 


of that paragraph, he says: 
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"One @ifficulty with respect to the 
adoption of a varying or maximum increase is 
apparent, namely, the lack of reliable traffic 
Statistics from which to determine the additional 
revenue which would accrue from flat or maximum 
increases on particular commodities." 

Then he went on to say, 
"Further there is not on the record anything 
to enable any determination concerning the com- 
modities and sections of the country, and even 
the individual rates which could best bear the 
burden of an increase." 
I want to ask you if you thought that that indicated that 
there was something lacking on the part of the Board of 
Transport Commissioners, that is, they should have per- 
haps had some more information as to that? 

A. I don't know how the Board of Transport Com- 
missioners could be expected to have traffic 
statistics ° that would give them information of a 
character that would enable them to deal with a subject 
Of that kind. Now you can have traffic statistics on 
any given commodity, showing the number of tons carried 
and the number of miles hauled, and the revenue on that 
particular traffic, but it doesn't give you the movements 
Of that traffic; and the only way you can develop the 
movements of the traffic is waybill studies. 

ae Tién I just put it to yous you do not think 
that this indicates any lack of proper information in 
the hands of the Board? 


A. No, Sir. 


Q. Now I would like to call your attention to a case 
pefore the Interstate Commerce Commission, Ex Part 162, 


266 Interstate Commerce Commission Reports, at page 537. 
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I think it goes over some ninety pages, to page 626. 

A. What was the page again? 

Q. Starting at page 537. 

A. What page do you want? 

Q. I shall take you to several pages. I am suggest- 
ing to you that in that case they seem to have traffic 
statistics of that nature. I take you to page 560, for 
example, where they are dealing with cotton. For instance, 
they go into the average length of haul, and the number of 
movements; they discuss the minimum and maxima, and so on. 
They set out both sides. 

Then I refer you to page 562, where they deal 
with fresh fruit and vegetables, and they deal particularly 
with the total movement increase of from 806,098 ene 
to 1,106,000 carloads in 1945. They refer to the keen 
competition, and the predominantly long haul, and so on. 
They take animal and animal products. Then at page 564, 
and going on to page 567, I suggest to you that it would 
seem in that case the I.C.C. would appear to have the 
information. I think the information was supplied to 
them both by the railways and, I think, by the Secretary 
of Agriculture? 

A. Yes. 

MR. O'DONNELL: Yes, but did not the interested 
parties appear and make the evidence themselves? 

THE CHAIRMAN: I did not hear your comment. 

MR. O'DONNELL: It occurs to me that the interested 
parties themselves appeared and saw to it that the evidence 
was put on oat eee 

THE CHAIRMAN: Yes, I think that was the case 
where they had over one hundred counsel. It may be that 


the information was furnished that way; I don't know. 


MR. O'DONNELL: Yes, it could have been done here. 
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MR. COVERT: I suggest that is a fair question 
to ask Mr. Jefferson. 

THE CHAIRMAN: Yes. 

MR. COVERT: I asked him if at least it would 
not appear that the Interstate Commerce Commission had 
that information before them. 

ay They apparently regarded it as important? 

A. No doubt they had some information before them. 
I am not denying the fact that the Interstate Commerce 
Commission and the railway in the United States has 
more detailed information than has the Board of 
Transport Commissioners or the railways in Canada, in 
that they keep statistics of certain kinds, with a 
greater breakdown in the United States than we do in 
Canada, to the extent that we have the breakdown, the 
information is available, but not available to the same 
extent as in the United States. 

Q. Now, Mr. Jefferson, do you recall the results of 
the hearing, Ex Parte 162, which was a combination of 
162 and 148? I think in the main there was a 20 per 
cent increase in the basic freight rates and charges? 

A. It is how much? 

Q. It is a 20 per cent increase in basic Treignt 
rates and charges. You will find that on page 614, 

Nov 2c Of the findings; 

"Except as otherwise specifically provided 

in these findings or in the appendix thereto, 

all basic freight rates and charges of the 

petitioning rail and water carriers, justly 

and reasonably may be increased for the future 


by 20 per cent.” 


A. That may be, but the increase varies in different 


territories, and it varies on different commodities. 
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Q That is true? 

Be Meas eai rt 

Q But generally speaking I think it was an increase 
of 20 per cent, was it not? 

fos I may have been worked out on somewhat of an 
average of 20 per cent, but it certainly wasn't a basic 
20 per cent increase. Take class rates, for instance; 
in that case, in an official territory class rates 
increased 25 per cent; in the south and western parts, 
the official south and west territory, 224 per cent; 
and within and between the southerly and westerly territory, 
20eper cent. 

Q. That is perhaps a better summary of it, Mr. 
Jefferson? 

A. Yes; sir, 

Q Then would you turn to page 613? 

AY Yes; sir, 

Q In the conclusions you will see these words: 

"We therefore pass to our ultimate findings. 

Before stating them we think the following obser- 

Vations should be made. There; are here. involved 

all freight rates and charges, and all passenger 

fares on railways and many other carriers of 

the nation, large and small. What we do will 

directly affect production and distribution in 

the industries of the nation, and the welfare 

of those various regions, as well as the trans- 

port industry. It will have its effect on the 

forces tending to economic stabilization or the 

reverse. We have accorded every reasonable 

opportunity for those in any way affected to 

pe heard, while pressing the proceding with 


as much speed as the size and complexity and 
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detail of the proposals permitted, No case has 

ever received from us more earnest study." 
I wanted to call that to your attention, because it 
seems to me that there is a recognitionby the Interstate 
Commerce Commission of the extreme importance of an 
increase in freight rates for that amount, and it indicates 
that they feel that it will directly affect production and 
distribution in the industries. 

A. Of course there is one point that I want to 
emphasize, and that is this: that the statements you 
have just read are very general. The decision that we 
are discussing, the Interstate Commerce Commission Ex 
Parte eee made exceptions in that they modified the 
percentage from 25 per cent down as low as 15 per cent; 
but that was merely exception to the percentage increase. 

Q. woo What you are talking about now is what 


they left in that case -- it was still a horizontal 


percentage? 
A. Still a horizontal increase. 
Q. Of a lesser amount? 
A. Of a lesser amount, but still horizontal, which 


is entirely separate from horizontal with a maximum; 
two separate and distinct points. 

Q. Was that the observation, you wanted to make? 

A. Yes clr. 

Q. T will deal with that later, but as I say, they 
Felt that in making this decision that 1% was very, very 
important, and that it would directly affect production 
and distribution in the industries of the nation? 

A Yes; no doubt our own Board takes those 
featurec and facts into consideration. 

Q You would agree then. that a 20 per cent 


increase in Canada or a 25 per cent increase in Canada, 
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might have the same effect? 

A. It might, if a lot of other increases had 
preceded it. 

Q. Even if they had not, would you say that it 
would not have the same effect? 

A. Not to the same extent. 

Q But can we not agree, Mp. Jefferson, that’ a 
25 per cent increase might have the same effect in Canada? 

A. Eo mighe. 

Q. You would not go so far as to Say that it would 
be bound to have? 

A. No, Gar: 

Q. I think you perhaps have cleared that up. There 
is another point that I wanted cleared up, as a result of 
cross--examination by Mr. Smith, and that is about some of 
the exceptions to which he referred, where the exceptions 
were to the amount of the horizontal increases, but they 
were still horizontal increases? 

A. That is correct, yes, sir. 

Q. In other words, perhaps if they were given a 
20 per cent increase they would give a 15 per cent increase 
in the case of some commodities? 

A. Tig) te pEeohs . yes, sir, 

Q. I take it that you really suggest that that is 
not an exception to a horizontal increase; it is just another. 
horizontal increase of a different amount? 
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Q. You regard as exceptions only those cases 
where they fix a maxima in cents per hundred pounds? 

Ae That ig an Exception to a horizontal increase. 

9. And where they have a horizontal increase Subject 
to a maxima? 

A. Yes, sir. 

Q. What about where they do not have a horizontal 
micrease at all, but Just a fixed rate per ton, tor 
example? 

A. Well, the only one that I know of AY that 
class is coal and coke and iron ore, and, OL chink 2¢ 
that time, sulphur. 

THE CHAIRMAN: Coal and coke and what else? 

A. Iron ore, and, 1 think, Sulphur. 

MR. COVERT: It seems to me - would you look at 
page 621, Mr. Jefferson? 

i. Wes, sir. 

Q. Do they not do it there to alumina and bauxite 
Ore and concentrates? 

A. They did on alumina and bauxite ore and con- 
centrates, yes, sir. I was placing that more in the 
class of iron ore, but it is Ore, Ves, Sia. 

Q. And on petroleum? 

A. Well, I think they did - now that you mention 
it, they might have done it on crude oil, but not on 
refined products. 

Q. And on asphalt? 

A. Well, no. That group there, crude Oil, asphalt, 
petroleum tar, coal tar and tar is 20% on a maximum of 
6¢; that is not a flat increase. 
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Ae Xess ely: 
Q. Now, I think, Mr. Jefferson, that it has been said 


before this Commission again and again, that in the 21 Percent 
Case it was left open for anyone who felt they were adversely 
affected by the 21 Percent increase to come to the Ba ra 
and show that they were adversely affected. They could come 
is Laver and complain? 

A. I think the door is always open. 

Q. And it is your feeling, I think, Mr. Jefferson, that 
that is the only proper way to deal with it? 

ae Lo do, yes, sir. 

Q. Now, on such a complaint, apart from unjust dis- 
crimination or undue preference, his attack would have to 
be that the rates were unjust and unreasonable? 

A. Unjust and unreasonable, perhaps, and - I am not 
a lawyer, you know, but I would think the complaint would be 
lodged more on the ground of affecting the movement of 
eVrariic.. 

Ore OL His traltic? 

A. Yes, sir. Take the case I gave Friday of sugar. 
Now, the St. John and Halifax Sugar Refineries might find 
difficulty in marketing their product in competition with - - 

Q. When you say the Halifax one, that one is closed? 

A. Well, take St. John then, in competition with the 
Sugar refineries in Montreal. I am not saying they have, 
but they might. 

THE CHAIRMAN: They might what? 

A. Find it difficult in marketing their product in 
competition with the refinery at Montreal in the Quebec- 
Ontario area, but that might not necessarily apply to 


refineries in Alberta or Manitoba or British Columbia. 
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MR. COVERT: Well, what I wanted to find out 
was, what he could do if he comes before the Board. Now, 
what could he do if he comes in and complains - - 

THE CHAIRMAN: You say "That might not apply to 
the refineries in the west". Having the same market in 
view - Ontario and Quebec? 

ten NOsn sir. 

Q@. They have different markets? 

A. Yes, sir, quite so. The Manitoba refineries and 
the Alberta refineries market their sugar in the Prairie 
Provinces; the British Columbia refinery in Vancouver 
markets its products in British Columbia and it may also 
go into the Prairies, but the British Columbia refinery 
is a cane sugar refinery while the Manitoba and Alberta 
refineries are beet sugar refineries. 

MR. COVERT: Well, I would be interested, I 
think, Mr. Jefferson, if you could tell us on what ground 
the sugar manufacturer, say in St. John, could come in 
and complain to the Board. Would it be sufficient, do you 
think, if he said: "Well nw, I cannot get into the 
Quebec market"? 

A. I don't know what ground he would come in on. 

for which 
That is something you would have to wait until you saw his 
complaint, but, as I have said repeatedly, I do not know 
what successful ground he could come in on in a case of 
that kind when the price of his commodity has gone up a 
much greater percentage than his freight rates. 

Qe You thimk.then,.if his price hes ¢one up. by ia 
greater percentage than his freight rates, that he really 
has no successful chance of coming in and complaining? 


A. Thatiseright; .I..do.not. think, he ehoula- 
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MR. EVANS: I think perhaps that word "successful" 
- I do not think you intended that. I do not think that 
Mr. Jefferson could undertake to Say what would be a 
"suceessful” ground. I do not think Mr. Covert intended 
to use that word "successful". 

MR. COVERT: I only used it because Mr. Jefferson 
radsused: it, himself, 

MR. EVANS: He said he did not know of any 
Successful ground. 

MR. COVERT: Well, what I wanted to find ous, 
and I gathered Mr. Jefferson has Said, is that if the price 
has gone up by a smaller percentage than the freight 
rates, you do not think (I think you went so far as to 
say you do not think he could be successful) but you went 
on to say you did not think he should. 

COMMISSIONER INNIS: Would that take into account 
the position of costs? Suppose his costs have gone up? 

A. It conceivably might, but you take the St. John 
plant, and the Montreal Sugar Refinery, they are both 
producing sugar from cane sugar. Now, it does not cost 
as much for the St. John refiner, to get hiscane sugar 
in as it does the Montreal refiner. 

Q. But I am just wondering whether the reference 
to price as a yardstick is not too narrow, and that you 
would also have to take into account the costs which would 
be real costs, what his profit position is? 

A. I am speaking first from a transportation cost 
point of view, of course, but I cannot see how it would 
cost anymore to refine cane sugar in St. John New Brunswick 
than in Montreal. 


THE CHAIRMAN: Are you including transportation 


a) 


aa 
wae 


ie cosa” pectoral : cayndirog ns ste qq ee . ; 
tad! Sater soe cm z horly bation ie ial eat iain 2 


S i Retow tpce. yee 02 eee Tt brives : aaeerel 


batwegal Ieee. oat alent the ob! I hong iereveee” ere) 
{ 
ia" eect ; : et x vco ‘ 


« . _>e . x - . " wn 4 SS ae . ns Bi 
oerct eh .of osaased ¢2 Deen vine fo. 7 RRVO® oA . ; 
« 6 a 2 ‘ . : ne | % 


: . yore .tWsenti 3i-heas batt 


2 HG UO wens Soe RID #6 Died sh TERA 17m 
7 
, r TP aid = 
« bonioTn Twoeewsonue 
* & a a > cre wegiy 5 ry, 
: feo Slt of Deseew 2 Pate , Ww sTHEVOD .RS 
' a 
. S2bee ote 2) Poe? : fd sesyotiey aH becadwag FT ins 
fe 
7 bd - 


tyow cor ded (Putiveseeuse of Dinas of aalaty Jon ob woy Gas 


-Stvorte of Hani? tony BI vor Yeu oF A 
- * ve 
= 5 oc Pa * ? r ‘ * an DT ee en 1) ete te a BA! HET 8, 
THMaGeS Gli! SHE PBT Pisor 72 IRV SSO Lee rai) 
: ‘ > : iam 7 . = ~ha he al 4 * 
Foam SOR OVEN SVsoo aa soae, Te7 e05..to aot? lses. stg 
yok 
; 
My : co P “ Pia 4 ‘ & olan, 0 ow oF gy ype a om > * 
jie, , ee end sey voy dud ,tdate yidsvisesnes 3 fi 


taeda woldaseoganett 2 mort dex) ateBsgs me I 


hive. of wrt 458 Fonds S Tsung  oetwos to ,wely to Pepe 


“se bpstwnd wort ade SB. at “aud wed sattet of oromirns 3809 
6948 é , 
al ci] ‘ ; : _~ we at _ Pinensmen i eissid 


" \ » a7 


i zg - 


= 16473 = Mr. Jefferson 


costs in that or not? 

Aged am including transportation costs. 

®. You are including them? 

Ae eos, Sir. 

COMMISSIONER INNIS: TI would feel that it would 
be necessary to make rather an intensive Study of the cost 
Situation in each case before you would be able to say? 

A.» 1t might be, but I don't know how the railways 
could make it. 

Q tots. not a railway problem, but a matter of the 
condition of the industry in deciding what is happening to 
costs and prices. 

A. And industry would have to put up his case on 
his costs if there was to be any costs? 

THE CHAIRMAN: You think there should be a set-off 
between the costs of the St. John man getting his raw 
materials in at a lower cost than the Montreal man and his 
higher cost in getting from St. John to the market? 

AS ' There might be. It may be that the St. John 
refiner's cost of raw sugar in and cane SUZErA0UtN to F 
given market might be more than the Montreal man's costs 
On raw sugar in, cane sugar out, but if the St. John man 
could compete with the Montreal man before the rate increase, 
I say he could compete today with the rate increase. 

Q. On account Of the price of the product that has 
Gone up on the market? 

Ae «VOR euelr. 

Q. That is not a constant factor, is it? The price 
of his product might vary? 

A. It might, but it has gone up so much more than the 


transportation cost that it is certainly not a factor today. 


ites 


#2 nN precreet: ; 
St hee Bw Sg rd ‘ ~ - ’ Pes: ~ , = apy A 
p - Py u i j } } 
ie” “ 
t i . 4 at Se i i 
| rontttg” Bit” eFead 
—- 
- . a t 
1.3 ei" ¢ i 4 - Se Te 
i - ots 4 A oa a Me he * on + ape A 
i : 2 : : 3 F é 4 
2 4 ¢ ’ 
. 1c ¥ “= "; a ne 2 b Ay 
. ee Sale of cae : far 4 sso a 8 of 
i ci L & ce oF 
f one fs 
Pata \ oes = Fed ite 4 fos i ‘i ee i" aa ihe Ts 
Vee OS cea gee a ‘ : Sie o f gt nef ite sy ulry 
4 , f 
r ; sé 
eee | 
‘ a 
e 
Miho sey i ; % Z ' : i Phd i 
bie tie es a ne > © 4 a ee + i 2 4 ta i) Pease 
, ie. , e ‘ Liv ’ (a 
er: NG Sa ate OF vi ne Wis = aay ae ee ie 2: 
Pe gta i “ “ E ‘AF jelbeotant 
= ~ i] 
ta f “ , = 
, 4 oe }) 1 . r te : iy aw . a 
" pi n e : ae = ~ 5 + ae aa’ 
: Carrom | nes 5 Go 
Ap ad : ; " 7 mo 
° ‘ { ‘* 4 ov et . 
RU a i 
. ’ ‘ ne P ’ } 
) { ~ 1 f 4 , 1} ‘) r - 47 
' 
3 : = : : ‘ = > : 2 
Cr emear ae : ; ‘ ta is tr . :; i. ‘ 
Pen ; 4 e: Side ¢* a4 
rat - . 4 
A 
7 é ‘ r are ie wuld Per: eee a 
7 : aT th Ode ey Ly ier hen 
4 § ‘ #1 > 
=) 
43 3 . fst > . + 
: ; ala i 3 7 ; eee Ps tf ra ay as) 
" ’ * 
: , j : ¢ i Pest 
é « 
ol 5 
os OM Wey. a : Se - : Sa 
; > - ds Pa oe ? 
—e, BR? 81 x Sisson) Be ¥ Do Sn % 
as ; > 
} : 
> ri Foes "3 Pet . a”, 91 ~ heed - 
EMR, ene Fete aber epee eae Pe ote 
3 4 “y i Te ° * 4 rq Trl > 
ii 25 SS teh - 4 9 ? 7 
4 ° rs 
6 . 
7 a me “e aed fore = : ), 7 o ry 
. danse * we 
+ tes (iottem, Scc.No ge ents 
_ = = 
‘ F , 
. =-* e * + 
, 5 > ie ey lr ‘ 
74 TB a ¥ » i 
5 by : ; . 7) 
. : ¥ ise . » J Avon = 
> hesy 3 Ry sp Pare mes bye whys “} a : 
Ne “OR Oe ee te Pg cok ea on ay : 4nwn if 
‘ Mitt & ‘ Oi t seek il 


tdain 3 auibon 


a tua vdigtiieg 


: ached 
? | 


Sees oe a2 eRe ka dt 
a? aqgoe') B on ¢lalas ar ry ot pe 


PALA ry 


- 16474 - Mr. Jefferson 


Q. Could not the Montreal man, having regard to his 
lower costs of transportation in the case you mention, 
undersell the St. John man? Prices are made that way, 
aren't they? 

A. The Montreal man might undersell the St. John man? 

ae es”. 

A. He might, but if the St. John man can get in there 
welore He can get in there, no. They have not taken any 
market away from him. 

Q. In other words, the Montreal man has an advantage? 

A. Transportation-wise, yes, sir. The St. John 
man his got to compete. 

Q. It might be something you could not deprive him 
of because it is a geographic advantage? 

A. Yes, but all I want to exphasize is, that if the 
St. John man can market in Toronto, we will say, in 
competition with the Montreal refiner before the rate 
increase, he can market today, and he is marketing today. 


Q. 


So long as the prices remain the same, so long 
as the Montreal man does not start to offer a lower Dricesr 
eee thet ts rignt. 

MR. COVERT: Now, Mr. Jefferson, just to close 
this matter of horizontal increases, I just want to say 
this. First, you got a 21% horizontal increase. Now, 
this 8% increase was added on that, and let us assume for 
the moment that the railways are successful in having 
that increased to 20%. Now, 20% on the 121 would be 
24, which would make a total horizontal increase of about 
45%? 

ee ee, Sir. 


Q. And I take it then, Mr. Jefferson, that you would 
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Say that a 45% horizontal increase would not, in your 
Opinion, affect industries that are subject to long-haul 
in Canada? 

Bey) Yes, sir 

Q. That is your opinion? 

ee Ver As 1% 

Q. And you say also, that despite what the Duncan 
Commission said, and despite the views that the Interstate 
Commerce Commission have expressed, that as far as 
Canada is concerned the horizontal increase has certainly 
not reached the stage yet and will not, in your opinion, 
with 45%, reach the stage where it is a matter which 
either the railways or the Board of Transport Commissioners 
should make subject to exceptiens by way of maxima. 

A. JI would say yes, and if industry finds itself 
in any different position than I have said, they always 
have the right to come to the railway or go to the Board 
and ask for a modification and give their reasons why 
they think a modification should be made. 

@. And you think that is the best way to deal with 
the matter? 

Pea Fao. 

Oe. Andethat it should be Left sthag way? 

arsres, si7y. 

Q. Now then, Mr. Jefferson, the next subject I 
want to deal with is the guestion of industrial location. 
Now, in Appendix B on page 62 of Alberta's Brief, on 
Industrial Location, there was a copy of a letter from 
Mr. Evans, General Counsel of the Canadian Pacific 
Railway Company dealing with the proposed agreed charge 


between the Canadian National and the Canadian Pacific 
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and the McColl-Frontenac Oil Company, on the movement of 
petroleum products from Fort William to destinations in 
the Province of Saskatchewan, and in that letter - - 

A. I have not the Alberta Brief here. 

ae Well, I think perhaps I could summarize this 
fOr Vou. 1. am Suggesting that listed as one of the 
objects of the proposed agreed charge that it is - 

"...t0 avoid the construction of a refinery 

by the McColl-Frontenac Oil Company at a point 

in the Prairie Provinces which would result in 

the railways receiving only low revenues on 

inbound crude oil and the probability of losing 

the outbound traffic to truck transportation." 

Now, regardless of whether or not this was one of 
the considerations for the granting of (the agreed charge, 
what I suggest to you is, that that was an indication at 
least that the railways were of the Opinion, ~bhat, 1c 
waS a proper ground to advance for securing an agreed 
charge? 

fey Well, J, would noteagree with, thet. now, © 
Say you have got to look at things as they were at the 
time the application was made. Now, when the application 
for that agreed charge was made, they had not discovered 
the oilfields in Alberta. The only oilfield of 
importance in Alberta at that time was Turner Valley, 
and the production of crude oil from the Turner Valley 
field was receding, and it required bringing practically 
all the crude oil for the refineries in Western Canada 
in Manitoba, Saskatchewan and Alberta from the United 
States. Now, if the Alberta field had been discovered 


then, as it has developed today, probably the McColl-Frontenac 
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Oil Company or the Canadian Pacific and Canadian National 
Railways never would have made an application for the 
agreed charge; there would have been no necessity for it. 

Q. Well, I do not know whether that answers my 
question. I merely put:it to you this way, that apparently 
the railways thought that there was a possibiltiy of 
erecting a refinery in the Prairie Provinces? 

A. For the refining of the United States crude. 

Q. O.K., but regardless of what it was for, there 
was a possibility of a refinery being erected there” 

Ae Yes. 

Q. And the railways apparently took the position 
that one of the reasons at least which they advanced 
for obtaining this agreed charge was to avoid the con- 
struction of a refinery there? 

A. That was not for the refining of Alberta's 
natural resources. That is what Mr. Frawley wants, 
processing, as I understand it, Alberta's raw materials. 
This was not done to exclude the processing of Alberta's 
raw materials; it is a different situation entirely. 

a. tJ understand that, Mr. Jefferson. FL am ner 
discussing what Mr. Frawley wants right at the moment. 

I just want to point out that the railways were suggesting 

that one of the reasons they advanced for this agreed 

charge was to avoid the construction of a refinery by 

the McColl-Frontenac Oil Company at a point in the Prairie 

Provinces which would result in the railways receiving 

only low revenues on inbound crude and the probability 

of losing the outbound traffic to truck transportation. 
The point I am coming to is, that apparently the 


railways considered that freight rates, that is, 
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apparently the difference between an agreed charge and, 
if they did not get the agreed charge, what the freight 
rates would be or whether the trucks would take it, was 
of sufficient importance to determine whether or not an 
oil refinery was or was not to be located in the Prairie 
Provinces? 

A. In the light of conditions which existed at that 
time it was good business. Today, it might be an entirely 


different thing 


(Page 16480 follows) 
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Q Would you egree with this, Mr. Jefferson, or 
would you not agree with it, that apparently from this 
suggestion--- 

f.. Whose suggestion? Mr. Frawley's suggestion? 

Q. No; the suggestion contained in this letter; I 
have forgotten Mr. Frawley for the moment. Apparently 
from the suggestion contsined in this letter a difference 
in freight rates could possibly determine the location of 
38 plant? 

A. Yes. 

Q. Of thet size? 

A. And in no way harmful to any province in Western 
Coneda, 

THE CHAIRMAN: What's that? 

MR COVERT: He says in no wey harmful--- 

THE WITNESS: In no way harmful to any province 
in Western Canada. 

THE CHAIRMAN: @. In no way comparable? 

A. Harmful. 

Q@. Harmful. It was not e question, then, whether 
or mot you should have the longer haul or that there 
Should be a refinery built which would give you only a 
short haul or give the traffic to trucks? 

A. Here was the situation--- 

Oe Lani te thet the case? 

A. Yes. Here was the situation: United States 
crude was coming into Caneda; railways were getting a 
short haul amd low revenue on it; the United States crude 
was processeq; the railways may or moy not have received 


tthe haul on the gasoline, we will say. Now, the railways 


considered it was in their interest to get a haul, a long 


haul, on the wrefined product from Fort William to Sask- 


atchewan to coompete with the product of United States 
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crude oil. This was 811 before the Alberta field had 
developed, 

MR COVERT: Q, Now, in that connection, Mr. 
Jefferson, this letter wes written on May 15, 1947: is 
thet correct? 

A. Yes. Don't forget this, now: The application for 
the egreed charge was made, if I remember correctly, in the 
Spring of 1946. When was it made? Have you the dste of the 
application? 

MR O'DONNELL: It was submitted to the Board on 
March 26, 1947. The application may have been made earlier 
than that; I don't know. 

THE WITNESS: TI have forgotten the dete of the 
application, 

MR COVERT: Q. Now, Mr. Jefferson, do you 
recall that perhaps this was a Suggestion of the McColl 

Frontenac Oil Company themselves, that they did not want to 
put capital into s new refinery there? Do you know that? 

A. That they did not want to put the capital into a 
new refinery? 

Q. Refinery in the prairies? 

A. Well, I think they would have if we had not made 
the agreed cherge. 

Q. You say the locetion of the refinery or the non- 
location of it on the prairies was an idea of the railways 
rather than McColl Frontenac themselves? 

is OMe no S710, ar’ 

Q. Well, do you know whose idea it was? 

A. Who initiated the agreed charge? 

Q. No; ‘who initieted this suggestion that to avoid 
the constructi#ion of a refinery of the McColl Frontenac Oil 


Company at a psoint in the prairie provinces--- 


A. I wouzld say it was the McColl Frontenac themselves. 
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Q. And they suggested to the railways that you 
enter into an ogreed charge? 

A. Yes, sir. 

Oe th order’ to-~. 

fie Please bear this in mind, that before the agreed 
charge was applied for the McColl Frontenac were obtaining 
their refined products from other oll companies, but otherdl 
companies could not supply them any longer. When the other 
oil companies were processing crude oil for the McColl 
Frontenac the railways got the haul on the crude oil in 
and the railways got the hsul on the refined product out, 
because the McColl Frontensec were not trucking. Now then, 
when the oil companies said they could not Supply the 
McColl Frontenac with gasoline and other refined products, 
the McColl Frontensc could do one of three things: They 
could bring in refined progucts from the United States, 
they could build a refinery in we will say Sesketchewan 
if you like and bring in the crude oil from the States 
and ship the refined products from the refinery, or they 
could bring the refined products from the east by water 
to the heed of the lekes and rail to the west. Now, in 
consideration of all those things, and in the light of the 
conditions which existed at that time, the railways con- 
Sidered it was good business to make en egreed charge and 
obtain the long hsul on the traffic on the refined products 
from Fort William to Saskatchewan. 

Q. Now, you say the railways considered it was good 
business? 

ie 28, Bir, 

Q@. First, I suppose, you mean by that, Mr. Jefferson, 
good business for the railways? 


A. Certainly. 
Q. Yes. And so their suggestion as to what might be 
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good business for the réilways might deprive the Province 
of Saskatchewan of having an Opportunity at least to have 
@ refinery built there? 

A. The refinery might have been built, but it would 
not have been built for the purpose of refining Canadian 
crude. 

Q@. I am not talking about that; I say--- 

A. No, but I think you have got to couple the two 
together. 

Q. I will couple that with it later, Mr. Jefferson. 

Pf Pl STEHT. 

Q. But you say there was that possibility? 

me Certainly, 

Q. And the railways in protecting their own business 
may have deprived Saskatchewan of 8 refinery? 

A. Maybe, 

Q. Now, what you say is that it was good business for 
Saskatchewan es well ss it was for the railways? 

A. I did not say it was good business for Seskatchewan; 
I said it was good business for the railways and good busi- 
ness for the McColl Frontenac, 

Q. For the McColl Frontenac? 

Pee res... Bi". 

Q. Then what I wanted to suggest to you 38, 18n-*t it 
apperent from that that the railways at least have it within 
their power to decide industrial location? 

A. Maybe to that extent. I do not know just what 
you mean, 

MR O'DONNELL: Subject to the Board's approval 
in any case of that kind; and in connection with this par- 
ticular case it might not be inappropriate just to draw the 
attention of the Commission to these remarks in the judgment; 


this subject was considered in the judgment. 
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"Some considerable criticism was levelled et 
the Applicants in respect of the prevention of the 
operation of a refinery in Western Casade. In my 
opinion the criticism is unfounded inasmuch as the 
Agreement provides that it may be cancelled by 
either party on three months! novices -2f ateie the 
desire of the Shipper to erect a refinery to supply 
its Saskatchewan market, there is no obstacle created 
by the Agreement. What the Applicants’ object does 
mean is that the Shipper cannot obtain the benefits 
without observing the restrictions entailed." 

And then it said prior to that what the object of the 
agreed charge was: but it did not prevent the erection of 
a refinery if McColl Frontenac saw fit so to do. 

THE CHAIRMAN: But the granting of the agreed 
charge made it much less likely that the McColl Frontenac 

Company would. 

MR O'DONNELL: So long as it suited McColl, yes, 
and so long as the market for oil--- 

THE CHAIRMAN: The point is, ought the Commission 
in such a case to say, "No, we refuse you the right or the 
privilege of this agreed charge in order to compel you to 
erect a refinery in a Canadian province"? 

MR EVANS: Well, sir, if they did that ,then 
every long haul rate that got a maximum increase would be 
preventing the industry coming closer to its market. It 
would operate the same way. 

THE CHAIRMAN: That seems to be the problem. 

MR COVERT: Yes. My lord, I prefaced this whole 
statement by saying, regardless of whether or not this was 
one of the considerations for granting the agreed charge. 
I wanted to make it very clear. All I am trying to ascer- 


tain now from the witness, Mr. Chairmen, is this--- 
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THE CHAIRMAN: I think it is very important. 

MR COVERT: The matter of a freight rate may 
have an effect on industrisl location, and I wanted to 
find out whether Mr. Jefferson's views were that the 
railways had in their hands aaa Pesuie- of ehat 
perhsps a large power to decide whether or not there 
would be industriel location in 3 particular province or 
Toca liay’. 

THE CHAIRMAN: Oh, yes. The case I do not think 
is hard to suppose. Any manufacturer might sometimes be 
in the position where he can Say to the railway, "Now, 
either you give us 3 low freight rate or we will build 
another factory someplace else." 

MR EVANS: It is a factor in every long-haul rate. 

THE CHAIRMAN: Yes. The question is, then, has 
the Board power, or if it has not power ought it to have 
power, to step in there and say, "Now, we will refuse this 
low rate in order to compel the erection of 2 new industry 
in a Canadian province"? 

MR COVERT: Or perhaps, Mr. Chairman, to say, 
in order that there will be, oS Mr. Frawley says, neutral- 
ity, that it would mitigate against. 

CHE CHATRMAN: Yes.) Well, that is it. Mri. Praw- 
ley says, " Give us such rates that it will have no effect 
on the location of an industry; they will be a neutral 
factor, whether the industry should be here or there," 

MR FRAWLEY: What we sey rather is, give us 
freight rates which will not discourage the location of 
industry. 

THE CHAIRMAN: Well, you use the word "neutral"; 
if it is neutral it cannot discourage. 

THE WITNESS: But I do not think--- 


THE CHAIRMAN: Unless it is in the level of 
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Nevorality, 


THE WITNESS: But I do not think we should 
confuse, a8 I follow this question of industrial loca- 
tion, the processing of a raw material from the United 
States with a raw material produced in, I will put it, a 
home province, or in Canada. 

THE CHAIRMAN: Well, you see, the only thing 
the Board sppears to have Said about it is, "Oh, well, 
this is only a temporary agreement, and the compeny has 
the right to cancel it on three months! notice. If they 
want to they can do that ana erect a plant in Saskatchewan 
or Alberta." That is the way the Board seems to have--- 

MR O'DONNELL: As 9 matter of fact, they did 
cancel it shortly after, when the situation changed. 

THE CHAIRMAN: And did they erect a plant? 

MR O'DONNELL: I do not know about that. They 
have one in Edmonton; they were erecting one in Edmonton, 

THE WITNESS: What I was going to say is just 
what Mr. O'Donnell said, that after the Alberta field 
was developed they epplied for the cancellation of the 
egreed charge. 

THE CHAIRMAN: Yes, but during that time the 
railways on the one hand and the company on the other had 
it within their power to cancel this agreement, and that 
would have apparently resulted in the erection of a plant. 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: Someplace. 

MR O'DONNELL: Not necessarily. There were 
other elternatives es well open to the MeColl Company to 
get refined products into the Saskatchewan market. It 
did not necessarily mean tthat the refinery--- 

THE CHAIRMAN: ‘That may be. I am just trying to 


interpret whet the Bosrd said there. The Board seems to 
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say thet the Company msy erect a plant later on if it 
wents to by Cencellation of this agreement. 

MR MAC PHERSON: There was no plent erected in 

Saskatchewan, anywey, Mr. Chairmen, 

MR COVERT: My lord, I am a bit sorry thet this 
has got on to the facte.af -« particular case, 

THE CHAIRMAN: No; I om very glad, 

MR COVERT: TI am trying to work out the truth, 

THE CHAIRMAN: Because it gives us an ides of 
what the Situation was then and whet it might be -- 
the question of home industry, to whet extent boards 
Should endeavour to build it up, to whet extent railways 
and industrislists should be influenced by the desire to 
bidder up, tx Canada, and so on, what the powers of the 
Bosrd should be in such d case -- 311 these things come 
out of this kind of question. 

MR COVERT: Yes. I think one of the important 
things--- 

THE CHAIRMAN: We ere not deciding anything at 
é6ll one way or the other just now. 

MR COVERT: One of the importants things thet comes 
ery iam ends Tiwentnto put it “to Mpy Jefferson “s- 26 thet it 
would seem to leave 9 great power in the hands of the rail- 
Way, whose views may be, I Suggest, that of seeking revenue 
and business for its line, and that that may conflict with 
the interests of so particular locality or the economy of 
that locality, end I suggest, as I sey, thet thet is a great 
Power, and I wanted to know Mr. Jefferson's views on that. 

THE WITNESS: Well, I do not think, Mr. Covert, 


that: the example that you have given is e fair one or a 


relative one, If you give me one where we mede an agreed 


Charge effectsing a Canadian netural resource I can discuss 


it with you, ;but I cannot discuss it with you when the 
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Situation ettending this sgreed charge is entirely differ- 
ent, end one which was Justified end one which was 
chenged after the Alberts field developed. 

Q. Excuse me one minute, Mr. Jefferson. I am not 
interested in the facts of this particular. cage, Lathink 
I have made thet clear, 

MR EVANS: You have not made it clear to me. 

You put the fects of 2a particular case--- 

THE CHAIRMAN: Perdon me. We had better let Mr. 
Covert finish first what he is going to say. I cannot 
anticipate; you ere, Mr. Evans. 

MR EVANS: Well, his attitude is not what I 
think it should be, end I am Suggesting that he himself 
brought up this particular case. He asked Mr. Jefferson 
about a particular case, end now he does not want to know 
the facts of that case. 

THE CHAIRMAN: No; he just said he is putting 
aside this particular case for the moment. You had 
better go on, Mr. Covert. I do not know what you were 
Boing to say. 

MR COVERT: Q. I said for the moment, Mr. Jeffer- 
son -- and I thought I had mede it clear -- what I am 
interested in is a matter of principle. The principle 
that I suggested here was contained in 3 letter ebout this 
particular case, but I say I am not interested in the 
particular facts, end the reason I said that is that I do 
not want to go into the facts of that case; I just want 
to get the principle. If you will let me, thet is the 
way I want tw proceed. Now, I suggested that there was a 
possibility that the reilways hed e great power in their 
hands to sfffect industrial location, and I thought that 
you had sgreed with that, thet they have that power. Now, 


I em not suaggesting for e moment that they exercise it 
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wrongly, but I say I thought you had agreed that they had 
that power; is that correct? 

A. Well, if we are going to deal with a hypothetical 
case I will put it to you this way, that the railways 
would take all the facts into consideration before they 
would agree with anyone to make an agreed charge. 

Q. Do you think that is an answer to my question, 
Mr. Jefferson? 

me o« dO, because. T Sey without a factuel case or 
Some illustration, the point is that the railways might go 
out and meke an egreement of thet kind to effect Conadian 
industry. Now, the railways do not do that sort of thing; 
they only do it where they think they are justified in 
doing it. Now, I Say that if the Alberta oil field had 
been developed before this egreed charge was made, it 
probably would not have been esked for, but if it hed been 
asked for probably the railways would not have done it. 

THE CHAIRMAN: Pardon me 2 moment. Mr. Evans, if 
you wish to go more fully inte the faces Surrounding this 
case, you know you sre at Liberty tOedo. sos 

MR EVANS: Yes, but with respect, Sin, L Wo noe 
went to querrel with my friend Mr. Covert, but he begins to 

hammer the desk to Mr, Jefferson, end I do not think that 

is a fair way to approach it. He puts to him the question 
thet the reftlways have power, There is not the slightest 
suggestion that the railways heve power; they cennot exercise 
power; they have got to have an agreement with industry, and 
they have got to have the approval of the Boerd. 

THE CHAIRMAN: The power means power to meke an 
sgreement, and to go to the Board for its ratification. Thst 


is the power. The power to lower rates is one that mey be 


Wielded in very many ways. 


MR EVANS: Quite; but the way the question was put 
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to the witness, the reilway has power to determine the 
location of industry, es though it was just the will of 
the railway to determine the location of industry. Now, 
that is not the fact at ell, and he te pubting, that. to 
the witness as though the railways have got the whole 


country at their fingertips. 


(Page 16490 follows) 
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MR. COVERT: I don't think I suggested that at 
all, my lord, and I don't think Mr. Jefferson understood 
it that way. As a matter of fact, I thought that Mr. 
Jefferson and I had come to an agreement at one time 
during the examination, that the railways would have 
the power by fixing rates to .effect industrial locations. 

Q. You say, Mr. Jefferson, that you cannot agree 
on that now? 

Ag I can't agree on it the way you put it tome, no. 

Q. Perhaps we better try again. 

THE CHAIRMAN: Before going further, it would 
stand to reason that an agreed freight rate might in some 
cases be the cause of a shipper not constructing a plant 
nearer his market. Would not that go without saying? 

MR. O'DONNELL: That does, my lord. That is 
the preliminary step, that the whole situation must be 
put before the Board and approved by the Board. 

‘THE CHAIRMAN: Certainly; we are ~ talking of 
a particular act now, which provides all that procedure. 

MR. O'DONNELL: The Transport Act 

THE CHAIRMAN: When you go through that pro- 
cedure, a favourable freight rate stands to reason might 
prevent a company from building another plant. I do not 
see any reason to dispute that. 

MR. EVANS: As long as it is not put on the basis 
that it is a power that the railways possess, a power 
in their own hands. 

THE CHAIRMAN: It is not in their own hands; you 
have to have the co-operation of the shipper and the 
approval of the Board. | 

MR. EVANS: Exactly. 


THE CHAIRMAN: We know that. 
MR. COVER: Q. Mr. Jefferson, can we gO On 
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from there? When it comes to an agreement between the 
Shipper and the railway -- I will deal with the approval 
of the Board later -- but when it comes to an agreement 
with the railway and shipper, the interests of the railway 
and the particular shipper, I Suggest, may be in conflict 
with the economy of a particular location? 

A. How is that? 

Q. The railway, for instance, may want long haul 
traffic, which may suggest to the railway that it would 
be better that the plant be located at a particular place? 

A. But I don't want the impression left that the 
railways go out and make agreed charges, that are unjust 
to other industries or unjust to Canada. We don't do it. 

Q. Can you tell me then, Mr. Jefferson, is it 
fair to assume from that answer that the interests of the 
railway must always be the same as the interests of, we 
will say, Alberta? 

A. The interests of everyone haw got to be taken 
into consideration. 

Q. And who weighs those interests? 

Rie The railways certainly are going to weigh them. 
if they get-an application for someone for an agreed 
charge, you are certainly going to weigh it before you 


enter into an agreed charge of that kind. 


Q. The railways having weighed them and having 
entered into an agreement, then go before the Board of 
Transport Commissioners for approval? 

he Yes, sir; but I think you have got to have -- 

Q. Would you tell me now, Mr. Jefferson, when they 
go before the Board of Transport Commissioners for approval, 
does the Board of Transport Commissioners take into account 
the question of industrial location? Supposing the 


railways and the shipper are in agreement; they show 
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the Board of Transport Commissioners that it is a proper 
rate, just and reasonable, and it makes money for the 
railways? 

Pi ft am going to say this, that the railway does 
not Zo with a shipper to the Board unless they consider 
they have every good reason for applying for the agreed 
charge, and that it would be, of course, in the railway's 
interest and one which would not be injurious to other 
industries and to the Dominion of Canada. Now if there is 
not sufficient confidence in the railways that they approve 
these suggestions in that manner, I don't know where 
they would land. 

Q. Can I put it this way, Mr. Jefferson, that there 
must be confidence in the railways? 

A. Certainly there must be. 

COMMISSIONER INNIS: Q. You don't think there 
is any chance of the railways confusing their position 
with that of the Deity? 

MR. O'DONNELL: Not as long as the Board of 
Transport Commissioners is there. 

THE CHAIRMAN: A point which might be of interest 
is to what extent might the Board say we refuse this 
agreed charge because we think it is better to maintain a 
higher charge, and therefore force the company to erect 
a new plant nearer the market. 

In the case which Mr. O'Donnell read to us, the 
Board gave that some consideration, and then left the 
final result to the company itself; they said if the 
company wishes to change its mind it can do so any time 
by giving three months' notice. Theat is correct,..i2 1% 
not? 

MR. O'DONNELL: Yes, my lord. There were three 


alternatives or different ways in which the McColl company 
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the 
could still stay in/Saskatewan market; the question of 
a refinery was only one of three. It doesn't follow 
that even if an agreed charge had been granted they would 
have erected a refinery. The Board had to go into the 
question under the Act, Section 36(b); they have to look 
LNGO: Qo, 

THE CHAIRMAN: Some people submit to us that the 
Board should have Wider power than it has now, in the 
way of handling power over industrial locations, and it 
should exercise that power in a given fashion. This case 
gives us an idea of what the Board did on that occasion, 
and the language used. 

COMMISSIONER ANGUS: Q. Mr. Jefferson, is this 
the position, that if the railways in such matters are 
faced with a sort of conflict between interests and duty, 
that duty always wins, and that as an additional safeguard 
the Board is there? 

Pees The Board is there, and if we go to the Board. . 
that is, if the railways go to the Board with an unsound 
application, then industry or anyone else has the right 
to go to the Board and object before the application is 
approved. 

MR. COVERT: Q. Mr. Jefferson, I would like to 
read to you from the report of the Duncan Commission, at 
the bottom of page 24 and the top of page 25. 

RA Yes, sir. 
Q. They had been citing some extracts from the 
Board's judgment, and one of the citations was: 
"Me Board under the Railway Act has no 
profit and loss responsibility --" 
A, Where is that? 
Q. Tt is just about the middle of the page, in the 


fine print. 
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A Is that a quotation? 

Q Yes. 

AY Yes, sir. 

Q "The Board under the Railway Act has no 
profit and loss responsibility, and its inter- 
vention in the matter of rates must, as has been 
indicated, be concerned with matters falling 
within the categories of reasonableness and 
unjust discrimination, and not with a policy 
of the development of industries through rate 
adjustments.” 

They go on to say: 

"The Board has no power to regulate tolls, 
for the purpose of equalizing cost of production, 
or geographical, or climatic, or economic con- 
aitionas” 

Then down to the last paragraph on that page: 

"We are far from suggesting that there 
should be arbitrary interference on the part of 
the Railway Commission with the business judgment 
of the railway companies, or that there should be 
any confusion between trade development that 
can reasonably be expected from a railway rate 
structure, and trade development that must be a 
matter for public or government responsibility quite 
apart from rate structure. Much of the evidence 
we heard in the Maritimes left the impression on 
our minds that witnesses thought the railways should 
be operated to the advantage of the trader 
irrespective of the financial results to the 
railway. In other words, what a railway 
administration might concede, in the exercise of 


its judgment on what was good business or might 
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ultimately be good business for itself, seemed 


to us to be demanded as a matter of right by the 


trader so that his own business might be profitably 


developed whether the operations of the railway 


were remunerative or not. Even if there were 


no privately 
interests of 
safeguarded, 
System being 
principle as 
I think you would 


quotation so far, 


owned railway company, the business 
which must be fairly considered and 

we cannot conceive of a national 
efficiently administered on such a 
theta” 

be in entire agreement with that whole 


would you not? 


A. I haven't so far seen anything radically wrong, 


though I haven't studied it. 


Q. I would 


like you to look at that, if you would. 


A. What are you going to ask me from it? 


Q. I say there is nothing there that you would 


quarrel with, is there? 


ae I don't 


think So, So lar. 


Q. Then it goes on; 


"On the 


other hand, from a public 


point of view, in return for the statutory and 


other public 


privileges which railway companies 


enjoy, it may not be unreasonable that there 


should be a responsible review of their policy 


(as interpreted in their rate structure) in 


its relation to the natural basic products of the 


country, and the development of these products and 


associated enterprises." 


Would you think that perhaps there was something in that? 


A. Who is going to make the review? 


Q. 


Perhaps this Commission should suggest a review 


in a recommendation? 


arm * ae. 
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ie As I understand it, from whatyou are just 
reading now, the report thinks that in view of the 
statutory and other public privileges -- I guess that 
is on the Maritime Freight Rates Act; I guess that is 
smmething else. 

"On the other hand, from a public point 

of view in return for statutory and other 

public privileges which railway companies enjoy, 

it may not be unreasonable that there should be a 

responsible review of their policy (as interpreted 

in their rate structure) in its relation to the 

natural basic products of the country, and the 
development of these products and associated 
enterprises." 
I suppose the railways are doing that every day, consider- 
ing some question. 

Q. I just want to find out your view on this, Mr. 
Jefferson. You feel the railway should be the sole 
arbitrator? 

£ I have said several times that I think freight 
rates should be made by the railways, subject to a com- 
plaint to the Board and the decision of the Board as to 
the justification of the railway's actions. 

Q. And that in the final analysis the Board's 
power should be limited first as to any unjust discrimina- . 
tion or undue preference, and second that rates are just 


and reasonable? 


A. I don'tthink -- I don't know whether I can 
answer your question or not. I don't think we can expect 
the Board of Transport Commissioners to go out and initiate 
freight rates; I don't think they could be expected to do 


Lt i 


Q. Mr. Jefferson, do you recall when you were 
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discussing the transcontinental rates on cement, you 
suggested that a transcontinental rate had been put in 
that enabled competition of Canadian producers with 
cement from England. Is that correct? 

A. Yes. That was not ordinary cement, but some 
special kind of cement. That cement we were discussing 
at that time was produced at Paris, Ontario, and it was 
also produced in England. Now the Paris, Ontario, pro- 
ducers of that cement and the railways had a competitive 
situation to meet to Vancouver in competition with the 
English cement. 

Q. I just want to ask you a question from this 
point of view: again I suggest it gives an indication 
that freight rates possibly do have a tremendous effect 
on what happens, whether or not we get cement from Canada 
or cement from England. Do they not? 

A. Marketing -- or are we discussing industrial 
location now? 

Q. Do you need to have an answer to that before you 
can answer my question? | 

A. All I am saying now is that when we make a rate 
on cement from Paris, Ontario, to Vancouver to compete 
with English cement, that all we are doing is that the 
railway and shipper are jointly developing a tratiie: for 
Canada and for Canadian railways; but that is only a very 
small part of the producer's production. 

Q. Have you finished with that thought? 

ros Yes), sir, 

Q. And you may also be assisting Canada's industry 
in the process? 


Bes Certainly. 
Q. But I return to this thought: you perhaps do not 


even decide whether or not English cement comes in or 


of 


) ' - eRes - ) 
more, , daneliea oj es) vases kevmeattononaant « - 
ak Fug sod bed ogden insmanttoovenss s pease “ 
Stine exesacrong nakhseesd te aohs Hiegrcs petdais iste - 


tosunos Jokt ek eben Saat more fos iy 
anos ted tnems yurelbro Forcesy dant ot@E eke he | 


BRIT EWSELD aise ae Saemeo 3 cxf terome o Yo bake fgtoeqe 
i sav $f toe .ohvataO ,efisd os beouborg, ace anky tat ss 


y ~ey ~oObrada? .efiast eet? wi -boeiged ai Ssonpesy ont 
eriziveqmes « bed egexifer satt bere » taomes Jadt Yo etéosth 
Sait attitw motsitecmes: af revsoom¥ od} dosnt. od e cottent ts 
Toes Perla 
| elbtt) amor. aotsies i gs soy tes of toaw tast. TF 6 
: : 
i MPivicoiiall we soni FF feasgre 7 at sya wot to tatoq 
 tgette auohmewerts. e sewed op va Gleaoq eeFex tig kerk Fads 
sere mpak Auras Sug oe tor co cediterdw: rareqqet tad ao 
Stam yaad of Susign® mort tasmes: 40 
sles anhalt sativenueih ew ace. no: ee Suitonteam A 
‘ 
fer netveoed. ; 
ray Berhad Sertt of towens ma onset oF: bser gay: dc f q 
wort. owt Ya YSwsns’ reo 
Stet 8 Shem ow nadw ted? ef wor asi¢se met Cla Py 
Siegmoo oF - yROD ABV og -obtetad tite: mort tnemed. fp-. . 
sit teddat satob exe os Lie tect evreineo: debt ane ittw 
tof ott Le: & gatyqolowet witiviiol etc tKegite bas yRwile. 
wiew 2 efi! ae Ted? tat way tes antienn tek fae sbeand: 


| |  einktigubong: a aessiotg edt tadtg fie 6 
Stiynowt caulk avin derlatet’l soy ove oO 
‘i Heating qu aa sake ane 
} yar stestoays ville atten ot: Cals: eeu VOR bak. © 


rr 
= 


fess coi. 7) ai 
webineetesd- vi 
si ob: aqadiiog, aoe: roiironty ieee on neh ‘pe 


~ I linger ets re saat 


i ; 7 
PT eos ae 


awVo 


Reha 
— 


- 16498 - Mr. Jefferson 


Canadian cement is used. 


A. Naturally I think that is a matter of good 
business. 

Q. In another case I think you mentioned -- I do 
not find the place just now, but I think you will recall 
it, Mr. Jefferson -- you did suggest that certain rates 
encouraged Canadian industry really in competition with 
American industry? 

A. It encouraged Canadian industry in competition 
with American industry? 

es Nes. 

A. I did answer that, yes, but I would like to 
know the case. It all depends, whether you are talking 
about Canadian traffic, international traffic, or what? 

THE CHAIRMAN: Q. Did you not give us the 
case of salt? 

A. Yes, that is the one Mr. Buckingham has just 
handed to me. If we are talking of salt going into the 

Vancouver market from eastern Canada, in competition with 
salt from California -- is that what you have in mind? 
MR. COVERT: @. No, I do not think that is 
what I had in mind at all, Mr. Jefferson. It arose 
in connection with the examination by Mr. Frawley, and 
it was out of part of your page 105 of Part I, where 
you say: 

'there is no valid reason why the same distribution 

basis should be granted on merchandise entering 

Canada from the United States. In many cases 

such merchandise is in direct competition with 

similar goods produced at points in Canada." 
And there was considerable examination on that point. 
I understood you to say -- I think you practically 


considered 4¢t one of the duties of the railway to further 
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the interests of industry in Canada. I think it was at 
page -- 

THE CHAIRMAN: At the bottom of page 105 it says: 

ith many cases such merchandise is in direct 

competition with similar goods produced at points 

in Canada." 

That is United States merchandise. 

MR -COVERT: ‘Qs ~I don"t-think?-it-is* important 
that I find the particular place in the evidence, Mr. 
Jefferson. I think you perhaps recall that. 

A. L remember a discussion about page 105, yes, 
sir, 

Q. And you were of the view that it was perfectly 
all right for the railways to fix rates that would encourage 
Canadian industry in competition with American industry? 

Bs In general terms I say yes. 

Q. I suggest that these things more or less indicate, 
Mr. Jefferson, that the railways by fixing freight rates 
can have a great effect on industrial locations in Canada? 

A. I will agree to that, to the extent that the 
railways help industry to reach faraway markets. 

Q. I wouldn't quarrel with that for a moment, Mr. 
Jefferson. I don't know why there should be any quarrel 
between us. 

A. No.. 

Q. I want to go on from there and ask you this: it 
would seem to me that it could at least be possible, and 
perhaps probable, that there might be a conflict in the 
railways' interests and the interests of the economy of 
some part of Canada. I would just like to ask you to 
answer that question yes or no. Then the next question 
I propose to ask you -- and I will tell you in advance 


what I propose to ask -- is that if there is the power 
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Pen wheres, the possibiiity 3. 4? 

A. I would answer you this way, that I don't think 
anything the railways would do to help industry meet 
far-away markets would be prejudicial to the economy of 
Canada; in fact, I think it would be quite the reverse; 
it would be beneficial to the econmmy of Canada. 

Q. Then, Mr. Jefferson, you do recognize, however, 
that there may be a conflict of interests, or don't you? 

A. There may be a conflict of interests between 
the shipper and railway. There always will be some 
conflict of interests between shipper and railway. 

Q. I am talking about conflict of interests, Mr. 
Jefferson, between the railways and the economy of some 
region or locality? 

Ave I won't say no. 

Q. You would say there couldn't be any conflict, 
Then if there could be no conflict there would be no need 
of anyone having to supervise that possibility? 

A. I don't think anyone is going -- that anyone 
desires legislation that is going to be in favour of 
intra-provincial traffic instead of inter-provincial 
traffic. We don't want any closed shops. 

THE CHAIRMAN: We will take recess. 


---Recess. 


(Page 16500 follows ) 
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...UPON RESUMING 

MR. COVERT: Now, Mr. Jefferson, I want to leave 
that, and go on to the question of interline rates? 

Ae aves six. 

Q@. Now, according to page 2 of the Appendix to your 
Brief, Part I, where you give the summary of mileage 
operated by the Canadian Pacific Railway, I think you 
show:- "Lines operated under lease or contract 9203" - 

A Where is that - oh, yes, sir. 

Q. And your own lines are 13,682 miles? 

A Yes ,! Siri. 

Q@. Wow, Tiwant ‘to ask you first, if it is the 
policy of the Canadian Pacific generally to have single 
line mates. whene you have connection between one of your 
own lines and one of your controlled or leased lines? 

A. Well, I can best answer that by saying, that any 
part of the Canadian Pacific Railway that is composed of 
leased or contract lines is all treated as one railway. 

Q. It is all treated as one railway? 

A. Yes, but as Mr. Evans explained the other day, 
there might be a difference with respect to the Quebec 
Central and Dominion Atlantic Railways. 

Q. Would those be the only two - the Quebec Central 
and the Dominion Atlantic? 

THE CHAIRMAN: Pardon me. 

MR. COVERT: Would those, the Dominion Atlantic 
and the Quebec Central, be the only two where you do not 
have single line rates? 

A. The only ones that I can think of at the moment. 
I do not know whether we have any two line rates with the 


E. & N. Railway on Vancouver Island or not. I don't 
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think so. 

Q. Then, as I say, apart from those two, the general 
policy is, that you treat the leased lines or the lines 
operated under contract as part of the same line” 

A. I would say it is true of everything that is 
operated perhaps as the Canadian Pacific Railway on the map; 
Te oe otleone. line rates. 

Q. Now, in the case of the Quebec Central, there is 
some specific reason why you treat that differently? : 

A. Well, the Quebec Central is a separately-operated 
property and I won't say all rates, but some of the rates 
are on a two-line basis. 

Q. Well now, is there some special reason why they 
would be on a two-line rate? 

A. Well, the reason is, they cannot afford to operate 
on single-line rates. 

QO: And is that due to lack of volume of Erer tT 1.7 
Is that one of the reasons? 

Oe (Taat would be. one reason, jes. 

Q. Are there other reasons, Mr. Jefferson? 

A. There may be operating reasons. I would think it 
would be mainly volume of traffic, that they cannot earn 
enough money, and I do not think they do earn enough today, 
for that matter. 

Ou eo Ab oe rea liv 3 question of revenue requirements 
then that leads you to have the two line rates? 

A. Of the leased lines, yes, sir. 

Q@. And in the case of the other leased lines, or 
lines operated under contract, that situation does not 
exist as it does on the Quebec Central and the Dominion 
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as , REeAt. 

Q. Now, would it be fair to say then, Mr. Jefferson, 
that if it were not for the worry that you have with respect 
to revenue, that you would give single line rates on the 
Quebec Central and the Dominion Atlantic? 

A. We might, but don't overlook the fact, that any 
commodities produced on the Quebec Central, to market them 
I do not care where, we make rates that enables it to 
market its products without regard to the two line basis. 

Q. Now, that is all I have to ask on that, Mr. 
Jefferson. Now, I want to discuss with you the question 
of international rates? 

HG -Yes;~ sir 

Q. Now, my understanding of these international 
rates is, that the main ground urged by the Canadian 
Pacific for similar increases in Canada and in the United 
States is, that there is market competition involved? 

Hauer ina AS. one>/ yes’: 

Q. What are the otherg ? 

A® Well, I- gave them all to you in my direct 
evidence. I have forgotten whether it was in direct 
evidence or cross-examination; I think it was in direct 
evidence. I explained the international rates very fully. 

Q. Would you mind just refreshing my memory just 
a bit then, Mr. Jefferson? 

A. Well, there was not only the market situation, 
but the continuity of through rates, the equality of rates 
via all the routes, and I think those were the main three 
reasons. 

Q. Those are the main three reasons? 
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Q. Then, I think you referred to the Board of 
Transport Commissioner's Order (2905 of Auizust” 12, 1949, 
which contained a recital that the:- 

"...Board deemed it expedient in the public 
interest that the continuity of joint through rates 
from points in the United States to points in 
Canada and vice versa, and the maintenance of 
the parity of broad relationships should be 
preserved"? 

A. “WYes, sir. 

Q. Now, that recital does in effect, perhaps, point 
out the other two which you have just mentioned? 

Meee LG pOLnys “Out? 

Q. “Yes. 

ae “Yes’ 

Q. And is that a similar policy to that in effect 
in the United States? Do the Interstate Commerce Commission 
find that necessity of continuity of joint ‘through rates 
and the maintenance of parity of so-called broad relation- 
Ships should be preserved? 

A. Well, if I follow your question, I think the 
Interstate Commerce Commission - I will put it this way; 
the views of the railways in Canada and the United States, 
the views of the Interstate Commerce Commission and the 
Board of Transport Commissioners are identical. If they 
were not, the railways themselves in the United States 
would not be applying to our Board of Transport Commissioners 
for these increases in international rates at the same 
time as in the United States, and for the continuity of 
through rates and the preservatiom of rate parities and 
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Q@. Mr. Jefferson, are there cases of these inter- 
national rates in which this question of market competition 
is not involved? 

A. I don't know of any. 

Q. You do not know of any? 

A. No, it is involved in everything, for that matter, 
to one degree or another. 

@. Now, I just wanted to make sure that I understood 
this business of market competition and joint international 
rates. Now, I want to see if I do, and I want you to 
correct me if IT am wrong. What you say is, that if that 
part of the joint through rate on the Canadian side of 
the border were not given the same increase as the part 
on the American side of the border, that the American 
shipper would complain because it would give the Canadian 
Shipper an advantage to a market? 

Pee eh lS als IT bs 

QO» And that is the market competition? 

RO et hnas 1s. Lent . 

Q. And, therefore, does it follow, that on all 
of these international rates that they would only be 
granted, may only ask for the same increase in Canada if 
there is market competition involved in the United States? 

hee wbhat we only.do? 

Q. Yess 

A. We ask for it on everything. I do not care 
whether there is market competition, whether the market 
epompetitionsisidireet or,indirect.., Di, a rate from 
Canada to the United States is made i:n relation to the 
rates within the States and the rates within the States 


go up, the international rate must go up; otherwise, the 
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international rate would be lower, distance considered, 
than the rate within the United States. 

Q. Perhaps I do not understand it, Mr. Jefferson, but 
if it goes up on everything, regardless of whether or not 
there is market competition either direct or indi reot, 
then it would seem to me, that there must be cases where 
the rate goes up on these international rates even if there 
is not market competition? 

A. That may be, but I do not know how you could 
differentiate. 

Q. Then, am I correct, that regardless of whether 
Or not there is market competition on particular goods 
crossing the border, when you make an application for 
increases in these international rates, that it applies 
to everything? 

Pen Nese Sir 

Q. And again, I say, whether or not there is market 
competition? 

A. That is right, and as I explained very SULLY 
one day here in my evidence, (we talked on the subject 
for over an hour) I explained very fully why it was 
necessary. 

QQ." Then, do TI uwnderstand, that tt ae Sy these 
cases, perhaps, where there is no market competition, 
that the reasons are the necessity of the continuity of 
Joint through rates, and the even flow of traffico Is 
that it? 

A. I do not know how you would really determine 
on any commodity that there was not some market competition, 
but, apart from that, you have got to have the continuity 


of through rates, you have got to have equality of rates 
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by all routes which you cannot have if you try to divide 
the rate up and increase one factor and not another. I 
explained. all that. 

Q. Now, can you tell me (because I don't know) can 
you tell me why there must be this continuity to which you 
rete? 

A. Well, if you do not have the continuity of through 
rates, and they are cancelled, you would be worse off than 
you are today. The rates would be away higher than they are 
today. 

@. Then, you say, if you do not have this increase 
regardless of whether or not there is market competition, 
that the American Railways would just say: "Well, if you 
do not increase the rates the same in Canada, we will 
cancel? 

pws BOS. SLr.. 

Q@. That is, regardless of whether or not there is 
market competition? 

oye) tees. 6 SsL7? 


Q.. Now, do you think perhaps you can tell me this, 


Mr. Jefferson? Is it a fact, that when the railways 
apply for an increase in the international rates before 
the Interstate Commerce Commission, that they must - - 

A. Would you repeat that, please? 

Q. When the railways apply, that is, the American 
Railways, before the Interstate Commerce Commission, for 
an increase in the international rates, they do that on 
the basis of revenue requirements? 

Ay BYOS Sih. 

Q. Well then, does that leave the Canadian Railways 


in this position, that if the rates in Canada must be 
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increased - - 

A. If the international rates. 

Q. That is right, the international rates in Canada 
must be increased on the same basis, the same percentage, 
as those in the United States? 

we “Yestlsiy } 

Q. Then, the Canadian Railways in effect, come 
before the Board of Transport Commissioners and get that 
increase without Showing financial need? 

Po roac 18) right. 

2. Now, do you think, that if the situation were 
reversed, that that would be possible before the Interstate 
Commerce Commission? 

A. If it were reversed? 

a ees. 

A. But it never has been reversed that I know of. It 
never has been reversed. The American Railroads go to our 
Board of Transport Commissioners for the increase in inter- 
national rates just the same as the Canadian Railways go 
t© the Board of Transport Commissioners for authority to 
increase international rates to the same extent as rates 
within the United States. 

Now, I repeat again, that if it was not granted all 
the United States railroads would have to do would be to 
withdraw their concurrence to the through rates. You would 
not have the through rate, you would have nothing but 
combinations on the boundary, and the Canadian shippers 
and receivers Would be far worse off than they are today. 

Q. Because they would have to have a combination of 
two locals? 
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Q. Now, Mr. Jefferson, do you think that there would 
be any advantage in joint sittings of members of both the 
Interstate Commerce Commission and the Board of Transport 
Commissioners on questions of joint through international 
rates? 

A. I would not think SO, No; 

Q. There would be no advantage at all? 

we NO, Oty". 

Q. Could you tell me why you think there would not 
be? 

A. Because, I would Say in answer to that question, 
you would be no farther ahead, because the way things are 
done is what should be done, and would no doubt be done if 
you had joint sittings of the two Commissions, because it 
is in the interests of good business to do it the way we 
are’ doing it doday. 

Q. And, therefore, you Say, that any recommendation 
that. there should be joint Sittings between members of the 
two Boards, is really not worth considering, because the 
effect would be bound to be the same? 

A. Yes, you would accomplish nothing. 

Q. In other words, from the point of view of inter- 
national rates, the situation in Canada today really 
amounts to this, that whatever the Interstate Commerce 
Commission decides should be granted to the. American 
Railways, the same proportionate increase must be granted 
by the Board of Transport Commissioners? 

A. Must be granted by the Board of Transtport Commissioner 
if you want to preserve the continuity. 

Q. In order to retain this continuity of j'oint 
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Aeiotnat 1s right. 

Q. Now, in the Canadian Pacific Brief, Mr. Jefferson, 
I think it was intimated, that there is not the necessity 
for a joint through international rate in the west, that 
there is in the east. Was that on class rates? 

A. That was class rates, yes, sir. 

Q. Now, I wonder if you could tell me what is the 
yardstick for that necessity? 

A. Well, there was no yardstick for the necessity. 
What I said in my evidence was, that if you had through 
rates between Western United States and Western Canada, 
they wculd not be any lower than the combinations on the 
boundary and in fact, they might be higher, because, as 
I showed by exhibits, if you projected the United States 
scale of rates into Canada for equal distances in the 
United States, you would, in many cases, have higher rates 
than the international rates constructed in the manner they 
Srew Oday. 

Q. Well, would not the railways want those higher 
Matec. tor additional, revenue? 

A Wouldn't they want them? 

Q Yes. 

A. You meanincrease them? 

Q Yes. 
A Well, they might, but we certainly could not 
charge more than our locals. 

Q. Then, Mr. Jefferson, that is the way you determine 
that necessity? 

A. If there is a necessity for through rates lower 
than the combinations of locals. 


Q. And you say there is not that necessity in the 
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west today? 


A. I say not only there is not the necessity, but 
you could not get the American lines to approve of a 
lower - scale of through international rates, below what 
they have in their own country. 

Q. Well, is it the volume of traffic or lack of 
volume of traffic out there, that has brought that situation 
about? 

A. Volume has nothing to do with the statements I 
have just made. 

Q. It has not? 

A. No, sir. You see, you might say the System has 
grown up because of the lack of volume of class rate 
traffic, but bear this in mind, that we never had JOLnE 
through class rates between Western United States and 
Western Canada. There may be exceptions, but I am speaking 
in the main. Prior to the early 30's all rates were based 
on what we call the St. Paul or Duluth combination. That 
is, if you had a shipment going from Chicago or Cincinatti 
to Winnipeg or Edmonton, the St. Paul combination prevailed, 
and the St. Paul combination prevailed if it went to, say, 
Fargo N.D., but in the early 30's the Intestate Commerce 
Commission made through rates. They did away with their 
rate making at St. Paul and Duluth, and made through 
rates to Fargo or Grand Forks, and right up to the boundary. 

Q. Then, Mr. Jefferson, isrit fair to say; tharecne 
situation in the west is really governed today by the 
American Railways? 

A. It is governed by the American Railways to the 
extent that they have their rates to the boundary and we 


have our rates beyond the boundary, and, as I said before, 
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I do not think you would ever get them to agree to a 

lower basis of rates from origins in Canada to destinations 
in the United States on a basis lower than is applieable 

on the same commodity within the United States. 

Q. I thought that that was an example of the reason 
they would not, because you say, "On the same commodity", 
that that is a case where they say: "You cannot have this 
lower rate in Canada, because that would give preference 
to the Canadian", and thus market competition was the real 
factor? 

A. Quite right, but all I was saying was, whether 
there was market competition or not. 

Q. Whether market competition or not: 

Nee ab US Pent. 

Ov. Now then, in, that. particular Instance. vie 
Canadian railways are really in the hands of the United 
States railways? Even if you wanted to give a lower rate, 
you really could not do it, because the shippers in the 
United States would complain, the United States railways 
would cancel it, and the result, you say, would be of 
no benefit to either the Canadian railways or the Canadign 
shipper? 

he. (Yes, Sit. 

Q@. So, you are really in the hands of the United 
States railways in that case? 

A. Q0ite right, but I do not think you could say that 
their position is an unjustifiable one. 

Q. Now, at page 15051 in the same Volume, you say: 

"The volume of traffic in the east is 
much greater than the west, and there is not the 


same necessity for through international class 
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rates in the west." 

A. Movement at class rates? 

Q. Yes, and there is not the same necessity for 
through international class rates in the west because 
commodities produced in the west moving to points in the 
west are covered by different rates ? 

A. Where Arou reading from? 

Q. From 15501. I have more or less summarized 
it. «I gathered from that that volume did play an 
important part. Am I ineorrect? 

Ay Quite right. I admit; as*I-said there, that the 
volume of traffic moving at class rates between points 
in Eastern United States and points in Eastern Canada 
is much greater than between points in Western United 
States and Western Canada. You see, in Western Canada, 


we have commodity rates both south-bound and north-bound 


for the large volume of traffic which moves. 


(Page 16518 follows) 
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THE CHAIRMAN: Q. Pardon me; are you talking of 
international traffie now? 

f, Yes, sir, international. Now, the volume thet 
moves et class rates between Western Cenada and Western 
United States is small in comparison with between Eastern 
Canada and Eastern United States. That is all we are 
Seying there. 

MR COVERT: Q. I gathered from thet that that 
was the reeson there was not the same necessity for through 
international class retes in the west? 

Wo GULCe FISntsVeneat re tre wre us 

Q. Then at peges 15069 to 15072, Mr. Jefferson, you 
I think showed the results of e conference between the 
railways and the Canadien Manufacturers Association, the 

Toronto Board of Trade and the Montreal Board of Trade, 
about joint international rates. You recall that, Mr. 
Jefferson? 

Eee Yeo e ets 

Q@. And I’ think et that time all came to the conelusion 
that it was the only practicable method of applying the 
increased charges euthorized to the international rates, 
that is, that there should be the same increase in Canada 
es in the United States? 

fe, Lea. Sirs 

Q. Thet is to say, that even the Canadian shippers 
themselves, who I presume would be in the Canadien Manu- 
facturers Association, the Toronto Board of Trade and the 
Montreal Board of Trade, they ell -- thet is, the shippers 
themselves -- in effect were asking that the joint inter- 
netionel rates should have the same increase in Canado 23s 
in the United States? 

A. That is right. 

Q. Even though they might be on a higher level then 
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the genersl increase in rates in Coneda? 

f. That js right. 

Q. Now, that might indicate, Mr. Jefferson, the 
importance of this so-called continuity of flow; I think 
you went so far as to say that it would be ruinous to 

Canadion shippers and receivers? 

A, 1. think..it would, 

Q. So here is e case where you have the shippers 
themselves in effect esking for higher rates? 

A. Quite right. It is better to have it done that 
way, the wey it is done, which is the most practical wey, 
than to have the consequences. 

Q. Now, to the uninitisted, Mr. Jefferson, that does 
look a little peculiar, doesn't it, that someone should be 
asking for higher rates? 

A. I will agree with you. I have on a2 veryfew occa- 
Sions, though, had shippers come in and suggest to me that 
I increase some freight retes; but it hes happened, 

MR O'DONNELL: All from Alberta. 
THE CHAIRMAN: Q. That is interesting. Do you 
mean on treffic wholly Canadian? 

A. On wholly Canadian or international. What I have 
in mind, principally international. 

@. iI can understsnd the reeson for it on internetional 
Creal lac, 

ho Svess Sir. 


Q. But you have also had the same request for traffic 


within Cenade? 
A. I cannot recall any within Canada; I can inter- 
netional. 
MR COVERT: Q. Now, as I say, to the uniniticted 
that sounds peculiar, but you say thet it is not a peculie 


asituation in international traffic; it is a logical 
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thing, you said? 
A. That what? 

Q. That here we have shippers themselves, represented 
by these Boerds of Trade and the Canadian Menufaecturers 
Association, recognizing that this larger increase, really 
the American increase, be applied to the Canadien portion 
of the joint through rate? 

A. It is much better for the Conadian shipper and 
receiver to pay 2 higher international rate than to heve 
the through rates cancelled and pay a still higher rate. 

Q. In effect, then, the reason you say they were 
esking for it was because if it was not done that way 

“they would be paying still higher rates? 

A. Quite right. I won't say they asked for it, but 
they concurred that it should be done. 

Q. They saw the force of your reasoning? 

oe? Les yp srr i 

COMMISSIONER INNIS: Q. Concurred or acquiesced? 
Ao” Well; either. 
MR COVERT: Q.° “I “think 20 is°fairpernicps to say, 
Mr. Jefferson, that in this case they really concurred? 
MR O'DONNELL: They begged them to do it. 
MR COVERT: Q. Yes, they really asked for it? 

A. They really asked for it? 

Orr '¥Yeas. 

AS’ -Well,-I suppose, es I said before, they “asked Tor 
it because they would rather have it than what might be 
the consequences. 

MR FRAWLEY: @Q. Were Montreal and Toronto speak- 
ing on behalf of Coneda, the whole of Caneda, in thet? 

A. I beg your pardon? 

Q. Theat was Montreal and Toronto that were doing thet 


concurring? 
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A. I think it would apply 311 over Canada. 
MR O'DONNELL: Cenadian Manufacturers Association. 
MR COVERT: Q. You say there would not be any 
different situetion es fer as the rest of Ccnade was con- 
cerned then there would in Montresl and Toronto? 
Paris, SLT. 
Q@. None at all? 
os. NO’. 
Q. The application of that increase would not, for 
example, act as 9 sort of tariff in favour--- 
A. I beg your pardon? 
Q. Act es a sort of tariff in favour of Montreal and 
Toronto? 
A. I don't know how. How do you mesn? 


Q@.- Well, I just ask you that; you do not see how it 


he «6NO|.Sir.. .To.me it 18.80 simple, 

Q. Well, you have been in the business a long while, 
Mee welterson. 

Q. iI don't mean it that woy,-sir; but here are lumber 
retes from Vancouver, from British Columbis, from Northern 
Alberta, to the Unived Stetes, made in relation to the 
rates within the United States. Now, if you did. not in- 
crease the rates from the Canadian shipping points at the 
Same time and to the same extent es in the United States, 
how long would the United States producers of lumber stand 
for the increase in their own country? It hes just got to 
be done, and if it is not done, then the railways in the 
Stetes would just say, "All right, we withdraw our con- 
currence. Put the rates up to the combination of locals 
if you won't increase them as they should be." 

Q@. I can understand that, Mr. Jefferson, where there 


is market competition, but I just have not been eble to 
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follow you in the case where there is not market competi- 
tion. 

A. I do not know where you would draw the line, how 
you could differentiate between the rate if there 
was market competition and one if you might find one where 
there was not some semblance of market competition. 

THE CHAIRMAN: Have we hed an case where there 
is no market competition? 

MR COVERT: That is what I wanted to find out, 
Mr. Chairman. It seemed to me--- 

THE CHAIRMAN: We proceed all along on the 
theory thet there is market competition, consequently 
there must be no advantage given to the Canadian shipper. 
Is there such e thing, then, as s transcontinental rate 
existing where there is no market competition? 

MR COVERT: You mean international? 

THE CHAIRMAN: Yes, I mean international. 

THE WITNESS: An international rate? 

THE CHAIRMAN: Yes. 

THE WITNESS: You might. 

THE CHAIRMAN: The fact that it is international 
does not really mean that it must be competitive between 
the two countries; it may or may not be. 

THE WITNESS: But you might have e rate on some- 
thing that is shipped from Canada to the States that is not 
produced in the United States. 

THE CHAIRMAN: Q. Well, have we any such case? 
A. I cannot put my finger on any, no, sir. 
Q. What about :-nickel, International Nickel; nickel 
products ere confined to Cnsda, aren't they? 

Aw. Yes. 

Q. Maybe asbestos too? 
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Q. Are there through retes on that? 

A. You might heve asbestos. You might have importe- 
tions of asbestos, importations of nickel, into the United 
States at seaboerd ports. 

Q. No, but I am talking now of Canadian products, 
and trying to find some cases where such e thing might 
exist. Nickel occurs to uS, and asbestos, 

Pemeveo, Sir, All To aq pointing out is that even with 
nickel end asbestos, it may not be produced in the United 
States itself, and I think that is a fact, but just because 
the big movement is from Canada to the United States does 
not mean that there is no movement into the United States 
from other countries, end it reaches the United States at 
its seaboard ports, and the rates would be increased. 

Q. How much nickel do you get in other countries? 

as 2. con't know, 

Q. Well, is there a through rate now on shipments of 
nickel say to the United States? 

Pan tes. Sir, 

Q. , There is a through rate? 

A. Oh, yes; we have through rates on what you call 
nickel matte, if you will, from Copper Cliff to United 
States destinations, 

Q. Where does it go in the United States? 

A. Well, the heaviest movement is to another plant of — 
the International Nickel Company at Huntington, West Vir- 
BINS. 

MR COVERT: @. In that case, Mr. Jefferson, what 
Shipper or railway would complain? 

A. Complain of what? 

Q. If you did not have the same increase in the 
Conedian aN of that joint international rate? 


A. You might find in that one instance that no shipper 
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would complain, but there again, if you do not increase 
thet rate on nickel matte -- I will use thet es an 
illustretion -- from Copper Cliff to Huntington, West 
Virginia, the same way thet all rates are increased, how 
are you going to preserve your rates by different routes? 
You have got routes from Cooper Cliff to Huntington, West 
Virginia, vie the Nisgera frontier, you have got routes 

via Port Burwell and across the ferry to Ashtabula, Ohio, 
near Cleveland, you have got rates vie Detroit -- speaking 
of Conadian Pacific now. Then the Canadian National have 
rates vis Port Huron. The rates do not divide in 5 way 
each side of the boundary that you can do it any other way. 

Q. Then agein I take it that whetper or not there is 
merket competition you still must increase all inter- 
netional rates the same way? 

A. That is my view, yes, sir, and if you do not -- 
don't forget this, too: If you do not increase intver- 
national rates to the same extent as in the States, the 
next thing you know you would have e lower rate from 

Canada to the United States than from the boundary to 3 
point in the United States, which would create what they 
call over in the United States fourth section violations. 

For instence, you cannot increase a rate from Detroit to 
Chicago and not increase the rate from Windsor to Chicago, 
whether there is market competition or not. The first 
thing you know, you would have 2 higher rate f rom Detroit 
to Chicago than Windsor to Chicsgo. 

Q. And you say, then, Mr. Jefferson, that the Inter- 
state Commerce Commission would teke thet into consideration 
in considering violations of the fourth section? 

A. They might, yes; but they would not--- 

®@. Tell me this, Mr. Jefferson--- 

A. I could not believe that they would grant a 
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fourth section violstion for the reason you cite. There 
would have to be some real reason why there should be a 
lower rate from Windsor than from Detroit to Chicago. 

Q. And they would not teke into consideration, or 3s 
@ valid consideration, thet for peane upset Board of 
Transport Commissioners ssid that the railways in Canada 
were unable to show finencial need for thet amount of in- 
crease? 

A. I would not think thet would be 2 satisfactory 
reeson for them at all. 

Q. Now, tell me, Mr. Jefferson, is discrimination one 
of the things thet they would consider? 

A. Discrimination in what way? 

Q. Well, that a lower rate in Consda would be con- 
Sidered as discrimination as far as the United States roads 
were concerned? 

A. Well, I will go back and cite the two cases that 
I gave in my evidence, that if you had the same rate on 
newsprint paper from Millinocket, Maine, to Chicago, and 
from Grande Mere, Quebec, to Chicago, and you increased the 

Millinocket rate 25 per cent and you did not increase the 
Grande Mere rate 25 per cent, I am sure the Millinocket 
Shipper would claim discrimination. 

Q. What I wanted to find out was whether thet was one 
of the grounds that would be put forward by the American 
rosds, and I wondered if you had--- 

me “Bnet is: one, yes, six. 

isa bide se 

A, Justrthe seme.es I cite in my evidence the Parc. 
lumber from Seattle to Boston es compared with Vancouver to 
Boston. You cannot increase one without increasing the 


other. 


COMMISSIONER ANGUS: Q. If the joint rate has 
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increased to exceed the combination of the two locals, does 


it then just dissppear? 

Re LES, sir; but I do not think it would. 

Q. It would depend on the magnitude of the increase 
and the length of the hauls, wouldn't it? 

Ae | Quite so,.yes, Sir; but you might find instances 
where it would occur, but broadly speaking, no, it would not 
occur, 

MR COVERT: Q. Then, Mr, Jefferson, I just wanted 
to take up with you for a few minutes the question of long 
and short heul. 

weer eos. Sirs 

Q. My understanding is that the Canadian Pacific seys 
that it is not feasible Simply to apply Alberta's sugges- 
tions to the transcontinental retes, that you would then 
Pave to in effect apply it to eli competitive rates; and 
that is your view? 

ww ees, SLY. 

@. Have you calculated at ell, Mr. Jefferson, what it 
would mean to the Canadian Pacific in dollars and cents in 
a normal year or in any yeer, what it would mean in loss of 
revenue to Canadian Pacific, if you did apply Alberta's 
Suggestions to the transcontinental rates? 

Ore at, 

Q. 1 suppose that would be a very difficult thing 


a Quite right. As I said in my evidence, if Alberta 
got the coast rate es the maximum, Saskatchewan would want 
Something lower, Manitoba would want something lower, and 
you would destroy the entire rate structure. 

Q. Have you discussed with American roads, American 


railroads, st all what thas happened as far as they are 


concerned since the changes have been made in the law with 
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respect to trenscontinental rates or this fourth section 
relief? Have you discussed with any of the traffic men? 

A. Have I ever discussed it? 

OS. Mies < 

A. Oh, yes. 

Q. You have. And they think thet it is en unsatis- 
factory situation in the United States? 

A. The railroads themselves? 

Q. Yes, 

-A. | They are just as much.opposed to it as the 
Canadian railways, but they have to do IGawes, six; 

Q. Now, supposing, Mr. Jefferson, that the railways 
satisfied the Board of Transport Commissioners from time 
to time thet the transcontinental rates were not un- 
necessarily low, that they were compensatory, and that 
there was actual competition or, if I may use the expres- 
sion, real potential competition; don't you think that 
that would perhaps satisfy Alberta? 

A. I don't know. 

Q. You have not gathered that? 

fre Lao, Sis, 

Q. Now, do you think, Mr, Jefferson, that: there should 
be e burden upon the railways to satisfy the Board of Traens- 
port Commissioners as to those things? 

i Irdo not think so, I think it 18 something tuac 
you would be esking the railways to do for no end. If 
anyone is hurt they have a right of complaint end 9a right 
to e hearing and 6s decision. Now, why report on something 
when no one is hurt or believes he is hurt? Of course, I 
am one of those that don't think anyone is hurt. 

Qs IT think that is clear, Mr, Jetlersan, 


oy  Lesg sia, 
Q@. But what I suggest to you is this, that the rail- 
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weys do satisfy themselves of that, you tell me? 

THE CHAIRMAN: Of what? 

MR COVERT: Q. Do the railways satisfy them- 
Selves, Mr. Jefferson, that these transcontinental retes 
ere not unreasonably low? 

Ae I have said we do, yes, sir, 

THE CHAIRMAN: Q. Have we any test of what they 
mean by not unreasonably low? Does that just mean that 
they are compensatory? Is that what you mean? 

A, That is what I mean, yes, sir. 

MR COVERT: Q. You satisfy yourselves that they 
are compensatory? 

Pe Si. Sip. 

Q. And you satisfy yourselves thot there is resl or 
potential competition? 

i. Nes, sin. 

Q. And do you satisfy yourselves that they ere not 
lower thon is necessary to retain the traffic? 

Moet iee its Piet. 

Q. Then is there any reeson, Mr. Jefferson, if you, 
the railway, setisfy yourselves, why you should not satisfy 
the Board of Transport Commissioners of the same thing? 

A. We satisfy the Board of Transport Commissioners on 
complaint. 

Q. On complaint? 

meres. SLi. 

Q@. And again you think that that is the proper way 
that it should be done? 

A. Yes yesir, 

MR COVERT: Mr. Chairman, thet is e211 on that 
subject. 

THE CHAIRMAN: Then we will adjourn now. 


---The Commission sdjourned et 12357 p.m. to meet again 
at 2:45 p.m. 
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AFTERNOON SESSION 
C. E, JEFFERSON - RECALLED 


EXAMINATION BY MR. COVERT (CONT'D) 


MR. COVERT: Q. Now Mr. Jefferson, I want to 
deal with a few matters related to the Maritime Freight 
Rates Act. I think it would be fair to say, Mr. Jefferson, 
that the statute was passed by the Dominion Parliament 
after a careful study by the Duncan Commission and a 
recommendation by that Commission, and that it was an 
attempt to fulfil at least what they regarded in the 
maritimes as pre-confederation promises, and an attempt 
to build up the maritime provinces economically because 
of the serious condition which was found to be in 
existence at that time. 

A. Vooy bok. 

Q. I understand that they now allege that by 
virtue of truck competitive rates many of the advantages 
conferred by the statute have been wiped out. Let us 
assume for the moment that that allegation is correct. 
Would you say that from a practical point of view 
there is no way of rectifying that situation? 

i. Well, I find it very difficult to think of 
something that is correct, if it is incorrect, but I don't 
know how you would rectify it unless you made the 
competitive modes of transportation put their rates 
UD. 

Q. My understanding was, Mr. Jefferson, perhaps 
the difficult thing was that if a competitive rate, for 
example, were put into effect in Ontario or Quebec, that 
the maritimes have asked that that same rate should be 


put into the effect in the maritimes even though there 


is no competition there. 
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A. What would they ask if the railway didn't do 
anything about it, and they still had the competition? 

Q. I don't think I quite follow you. 

AX We put in a truck competitive rate in Ontario 
and Quebec on some commodity that the maritimes are 
shipping to Ontario and Quebec, and supposing we didn't 
meet the truck competition, the maritime shipper would 
still have to have the competition of the trucker, but 
he wouldn't have the truck to meet -- 

Q. I understand that; that is your view on it. 
What I was trying to canvas was whether or not there 
was in your opinion any difficulty in rectifying a 
situation of that kind. 

BS I say it would be impossible to. 

Q. In any event if you did put in the competitive 
rate in the maritimes, you would first say, I think, 
that it was unwarranted. 

pe I don't know whether I understand you. 

You say within the maritimes...? 
Q. Yes. 
A. Are you going to the same market or are you 


going to a different market? 


Q. Suppose you lower your rate in Quebec on 
potatoes? 

AG Mena ei?. 

Q. Then you attract competition? 

A. Yes. 

Q. The maritimes allege, it is my understanding, 


that that affects the potato industry in, we will say, 


New Brumswick? 
A. In the shipping--? 
THE CHAIRMAN: In the same market? 
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MR. COVERT: In the same market. 

THE WITNESS: Yes, sir. 

MR. COVERT: Q. And they say their rate 
Should be brought down to meet the competitive rate that 
you have put in in Quebec? 

A. Dien ay 

Q. Again, I think I understand your answer is, 
ar you didn tt put, tn the competitive rate in Quebec, the 
maritimes would have their same rate? 

A. That. is right. 

Q. I think I understand that, but my point is that 
to ask the railways to put the competitive rate into 
effect, to enable the New Brunswick potato growers to 
meet competition for the same market, you Say there is 
no reason for asking the railways to. do that? 

A. That is right. | 

Q. You believe, subject to that, there is no practical 
way of amending the Maritimes Freight Rates Act to 
correct the situation which the maritimes alleged exists 

A, That is right. 

THE CHAIRMAN: Is that the only solution they 
themselves propose, that their transportation rates by 
the ral iway be made the same as those competitive rates 
which have been granted in Quebec and Ontario? OF, 
do they ask alternatively for a larger subsidy? 

MR. COVERT: That was the subject I was going 
tf deal with next. 

THE CHAIRMAN: I would like to have my mind 
refreshed as to what they are asking for. 

MR. COVERT: My understanding was thatthey 
pointed out the.difficulty. . . First, they say the 
Maritime Freight Rates Act intended to confer upon the 


people in the maritimes certain statutory advantages, 
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and by virtue of these truck competitive rates in the 
central provinces, those advantages are being taken away. 
I think they give as an example a case that had come 
before the Board of Transport Commissioners, and which 
the Board suggested the only thing they could do would 
be to say to the railway, you must take away that 
competitive rate. 

Q. That is my understanding. 

A Take away the competitive rate in Quebec? 

Q. Yes. 

A Mes, Sil. 

MR. COVERT: Mr. Jefferson points out that 
still does not change the situation as far as the 
shipper is concerned. 

THE CHAIRMAN: He would still have the truck 

competition. 

MR. COVERT! Yes. 

THE CHAIRMAN: If they did obtain a reduction 
of the railway rates in the maritimes that would be so 

much in their favour. 

MR. COVERT: Oh, yes. 

THE CHAIRMAN: I think they are asking the 
railway that the rate be prought down to the same level 
as the competitive rate. 

MR. COVERT: Yes. 

Q. Then, Mr. Jefferson, I understand that there 
would be no advantage to the railway to do that; it 
would simply be better for them not to put in the 
competitive rate in the central provinces. 

A. That is right. 
THE CHAIRMAN: Q. Better for the railway? 


A Yes, gir. 
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There is no competitive necessity for the 
railways to reduce their rates. 

Q. However, the potatoes keep moving by rail? 
You get the freight anyway from the maritimes? 
A. wom 5* gil. 

THE CHAIRMAN: Mr. Covert, I don't recall 
this point exactly, and I don't see Mr. Barry here, but 
did they bring their case exclusively on this request 
for the lowering of the railway freight rates? 

MR. COVERT: I don't know whether I can 
answer that. 

THE CHAIRMAN: Did any body suggest an increase 
in the subsidy arrangement? 

MR. COVERT: There have been suggestions for 
increases in the subsidy and there have been suggestions 
for extending the area to which this reduction applies. 

Q. Dealing with that, Mr. Jefferson, I think your 
view is that you would be opposed to both an increase 
ineche amount of subsidy ... «7 

A. An increase in the amount of subsidy is a 
matter entirely for the government to determine. 

I say the railways' revenue should not be reduced from 
the maritimes because of the necessity of redusing the 
rate in Quebec to meet the competition of the trucker. 

Q. But if they reduce the rate and inerease the 
subsidy I think the Cnnadian Pacific's position would 
pe that that condition would make it more difficult 
to make rates in the rest of Canada. 

A. No. We have said that whatever the government 
does the subsidy should not be paid through the railway; 
it should be paid direct to the shipper. 


Q. Direct to the shipper? 
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A. Yes, sir. 

THE CHAIRMAN: Q. That is, you do not like 
the manner or arrangement of paying the subsidy? 

A. That is right, but we are not suggesting a 
change in the present Maritime Freight Rates Act - - 

MR. COVERT: Q. You are opposed in principle 
to the scheme of the Maritime Freight Rates Act, and you 
think it shouldn't be extended either percentagewise or 
in area? 

A. We say it is entirely a matter for the government 
to determine. Whatever the government determines, it 
should not be paid to the railway; it should be paid 
directly to the party who benefits. 

Q. You do not think, Mr. Jefferson, you could 
answer the question I put to you with a yes or no? 

A. I did answer it. 

Q. I will put it to you again. I suggest that 
the position of the Canadian Pacific is that they are 
opposed to the principle of the Maritime Freight Rates 
Act, and to its extension both from the point of view 
of area and percentagewise? 

ee, The answer is "no", subject to the qualifications 


which I made. I can't say no without a qualification. 


(Page 16535 follows) 
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Q. Perhaps I am wrong, but I think you said no. 

A. The answer is yes, subject to the qualifications 
which I made. 

Q. Now, Mr. Jefferson, in your equalization plan, 
you suggest that there will have to be amendments to the 
Maritime Freight Rates Act in order to enable the putting 
into effect of the Canadian Pacific's proposal on equali- 
zation? 

A. Yes, that’is right, the pattern that I outlined 
in my direct evidence. 

Q. Now, do you know - perhaps Mr. Evans can answer 
this. Is it the intention of the counsel for the Canadian 
Pacific Railway to give to this Commission the amendment to 
the Maritime Freight Rates Act which they would propose 
in this equalization plan? It seemed to me that they might 
not be intending to do so? 

MR. EVANS: I had not intended to do so. I had 
thought that that was something that would have to be 
worked out in the scheme of equalization. 

THE CHAIRMAN: Well, you deal with the subject 
Mi) wour Griet . 

MR. EVANS: Yes, we simply put up in the Brief 
the matters that would have to be looked at when equali- 
zation or the before equalization becomes a reality, 
but I had not thought that this Commission would be 
interested in our views as to the exact language of the 
amendment to the Maritime Freight Rates Act. 

THE CHAIRMAN: But you deal with that Act in 
your brier? 

MR. EVANS: Oh,- Yea. 


THE CHAIRMAAN: And you say it is one of the 
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things that would have to be considered in equalization? 

MR. EVANS: Yes, and I would be quite happy to 
give some thought to the form of the amendment. 

THE CHAIRMAN: Well, it might be hd pful. The 
closer people making a submission to us can get to the 
actual legislature proposed, the more help it is. Now, 
there may be some things that cannot be treated that way, 
but if you can bring it down to a concrete proposed 
amendment, we would all like to have it. 

MR. EVANS: It would mean two things - (1) 
whether the Board should authorize the kind of equalization 
which we propose and (2) what would affect the Maritimes, 
before you could get down to really precise language, but 
I would be glad to give you a rough idea of what I think 
would be required. 

THE CHAIRMAN: Well, we would be very glad to 
haves. 

MR. COVERT: Now, Mr. Jefferson, I want to discuss 
with you for a few moments, the question of market pattern. 
Now, Mr. Jefferson, would you agree that over a period of 
years, freight rates being in effect, certain industries 
grow and carry on business on the strength of the rates 
in effect as compared with the rates in effect perhaps 
on the same commodity to another industry; in other words, 
that perhaps there is some relation between the two? 

Ae © Veoh sir". 

Q. And that if they are built up on that basis, 
that if the relationship between the two industries is 
changed by a greater increase in the rate to one industry 
than to the other, that that might affect one industry 


or would affect one industry to the extent of the difference 
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in the freight rate? 

A. Yes, sir, that is something that is bound to happen 
in any equalization plan. 

Q. Now, Mr. Jefferson, would you say that as far as 
possible, when there has been a relationship between rates, 
that there should be an attempt to preserve that relation- 
ship? 

A. Well, I do not know how you could preserve it and 
have equalization. 

Q. Well now, could I infer from that, Mr. Jefferson, 
that a plan of equalization is bound to upset this, what 
we might call, market pattern, between industries? 

A. Yes, sir, as I said on Friday, any equalization 
scheme to preserve the revenues of the carriers is bound 
to hurt someone. To what extent it is going to hurt them 
is a matter which has got to be determined, but if you 
are going to have true equalization, it is something that 
industry has got to stand. 

Q. Well then, Mr. Jefferson, it may possibly be, that 
in many instances, I suppose, the railways will 
advocate rather than true equalization, preservation of 
some of these market patterns or the preservation of 
differentials that have brought about market patterns? 

A. Ido not think the equalization scheme that has 
been outlined in our pattern would really have that 
effect, for the reason, that, as we are discussing just now, 
within the east, we will say, and then again within the 
west . Now, the pattern would not cause any material 
change within the east or within a rate territory. It 


might put the rates up but, if one goes up, they all go up, 
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and in the west it might be they might all go down, but 
you are going to have cases, where the rates within the 
east will go up, and the rates in the west will go down, 
and where the rates in the east will go down and in the 
west will go up, but I don't think that within a rate 
territory of that kind it would have the kind of dis- 
turbance that you are outlining. 

Q. But if you have complete equalization in Canada, 
then you would in fact, more or less, have one rate 
terri tory? 

ie et ba pt oi, 

Q. And then, in a case of that kind, that is when 
the destruction of this market pattern may take place? 

A. It might, sure. I am not saying it would not take 
place. 

Q@. Then, what I am coming to is,, that there are 
possibilities that equalization may be undesirable for 
that very reason? 

A. You cannot have equalization and overcome it. . I 
will’say that. There is bound to be somebody's rates 
going wp and someone elses! going down. 

Q. You would say probably then, Mr. Jefferson, that 
a good many shippers and industries really won't want 
equalization? 

A. Probably the person who is going to be hurt 
would not want equalization. 

THE CHAIRMAN: Mr. Covert, it may be well for 
us to have an idea of what is really meant by "equalization". 
That is, suppose you establish such a thing. Would it 
mean then the removal of the railways' present privilege 


to give competitive rates? 
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MR. COVERT: No, Mr. Chairman, I do not think 
there is any suggestion - certainly not in the Canadian 
Pacific's plan of equalization, is there, Mev Jelterscu, 

THE WITNESS: That is right. What we said 
was, that the plan of equalization that we outlined, would 
apply to, first, class rates, second, commodity rates, 
and third, the special rates related to commodity mileage 
rates, but that no plan of equalization could apply to 
competitive rates or special rates which have no relation 
to those which I have mentioned. 

THE CHAIRMAN: In your view, no plan of 
equalization should apply to those rates? 

Dre ANG: yo 2 

Q. It is not only your view I am considering now. 
The word "equalization" is found elsewhere. Has it been 
interpreted to mean anything in particular? 

COMMISSIONER INNIS: There seems to be two 
types, the one Mr. Jefferson which I think you called 
"Srue equalization"? 

THE WITNESS: That is right. 

Q. And another which is called "equalization". 

I am not sure if there is a distinction. 

A. There is a distinction, because, as I said 
Friday, there are some things you can equalize, and some 
things which, in my opinion, you cannot equalize. 
Competitive rates is one of them. You cannot equalize 
competitive rates. 

THE CHAIRMAN: Might it not be said, that 
competitive rates disturb your equalization? 

Ra They if rignt, yes, siz. 


Q. Break it up. You cannot have both? 
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A. No, sir, competitive rates would disturb equali- 
zation, but if you put in a competitive rate, you are 
only meeting the competition. 

Q@. I know that; I am just trying to arrive at some 
definition of the word "equalization". 

MR. COVERT: I suppose, Mr. Jefferson, that 
true equalization, would mean, that you would carry 
the same goods for the same distance at the same price no 
matter where or under what conditions? 

A. All over Canada, yes, sir. 

Q. And your view would, of course, be that that 
would be impossible? 

A Maat 1s right. 

Q. And impractical? 

A Mat is Pight. 

Q. Because, competitive conditions for example, make 
it impossible? 

A. Well, the answer is, that if you cannot make a 
competitive rate without spreading out all over the country, 
you just would not make a competitive rate. 

THE CHAIRMAN: Well, of course, the equalization 
phrase is always accompanied by the words "under substantially 
similar circumstances and conditions”. 

MR. COVERT: That is right. 

THE CHAIRMAN: Well, it depends then how wide the 
interpretation of those words is to be made? 

MR. EVANS: Our equalization proposal did not 
depend on that. Our equalization proposal so far as it 
deals with class rates and commodity mileage rates is to 
equalize regardless of different conditions east and west. 


It was an absolute equalization of those rates. 
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THE CHAIRMAN: I am not particularly talking of 
your Canadian Pacific proposal; I am talking of the language 
that we find in Orders-in-Council, and elsewhere - in the 
Act even. We find expressed a desirabllityto arrive at 
an equalization of freight rates, but always with the 
additional qualification "under substantially similar 
circumstances and conditions”. 

MR. EVANS: Yes, I think some of the difficulty 
with that Section and some of the language that has 
been used in it, is that that is a discrimination Section. 

THE CHAIRMAN: But take, for instance, just now, 
there is a general revision proposed before the Board 
of Transport Commissioners under which they are asked to 
bring about an equalization subject to that same phrase 
"under substantially similar circumstances and conditions" 
I am just canvassing at the moment as to just what was 
meant by the language there. 

MR. COVERT: I think It is fair to say in that 
sonnection, Mr. Chairman, that both in this one, and in 
the one that preceded it in 1925 (that was P.C. 886) that 
the language is strikingly comparable in each case and 
also that one might gather that it was perhaps taken from 
that Section of the Railway Act. 

THE CHAIRMAN: Yes, but was the language inter- 
preted in the course of that investigation? 

MR. COVERT: It was interptléted - for instance 
one of the things - I think it was very clear that a 
different situation pertained in the east and in the west, 
and they took into consideration, for instance, the competitive 
conditions. I think that is right, Mr. Jefferson? 


A. That is right. 
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MR EVANS: It would be practically impossible, 

I should think, for a direction to be given to the Board 
to make a study of equalizetion without some quelifying 
words. 

THE CHAIRMAN: Well, the qualifying words are 
there 4.okh anicht, 

MR EVANS: For example, if the Board were told, 
"You must equalize all rates in Canada," that would be a 
mandate thet might be interpreted by the Board as going 
into competitive rates and these special commodity rates; 
so I suppose the intention was to limit them. But I 
thought perhaps it was important for the Commission to 
know that we do not meke that distinction, where we pro- 
pose equalization of class rates. 

MR FRAWLEY: It perhaps will not be out of turn, 
Since Mr. Evans has said that, to say that Alberta pro- 
poses that there should be equalization of class rates 
and commodity rates, special commodity rates. We do not, 
of course, say that there should be. nor indeed do we 
think there can be, any equalization of competitive rates, 
but--- 

THE CHAIRMAN: You do not ask that the powers of 
the railways to createcompetitive rates be taken away from 
them, 

MR FRAWLEY: Oh, no; but there is that sharp 
distinction between Alberta and the Conadian Pacific. We 
do think thet an equalization of special commodity rates 
can be worked out, and that is what we are asking the Com- 
mission to recommend. 

THE CHAIRMAN: Pardon me a moment. If you had 
in mind just now, Mr. Evans, section 314, I would again 
call your attention to the fact that there it is all con- 


fined to goods passing over the same line or route. 
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MR EVANS: Yes. I will be delighted to discuss 
that at any time--- 

THE CHAIRMAN: Yes; I mean, it is not general 
there; it is limited to that. 

MR EVANS: Mey I just say this about it, that 
314 is e discriminstion section. 

THE CHAIRMAN: Yes,it is. 

MR EVANS: And until you heve e common merket 
and two shippers competing in a common market, none of 
those words "seme line or route" or any other words in 
that section have eny relation to the subject, so that 
when you get down to interpreting "same line or route" 
you have to resd it as simply meening thst where two people 
ere trying to get into the same merket with goods over the 
Same line or the seme route, then the section applies. 

THE CHAIRMAN: Yes. Well, I mention it now for 
this reason, that I am not aware of any other section of 
the Railwsy Act which calls for equalization of rates. 
Section 325 says rates must be feir and reasonable, but does 
eny other section mention those very words? 

MR EVANS: I do not think it does. 

THE CHAIRMAN: Now, there is the point. So far 
as the ..ct is concerned, equality in that language, charged 
equally to e1l parties, occurs only in 314, es fer as I know. 

MR EVANS: Yes, but the words -- and that is 
another subject on which I have been esked to give the Com- 
mission my views -- the words "just and reasoneble" in them- 
Selves import es comparison with other rates, 


Co 


THE CHAIRMAN: Oh, yes, of course. 
MR EVANS: And in the words "just and reesoneble" 


you may look at other rates in different parts of the 
country, and they do not need to be on the seme line or 


route. 
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THE CHAIRMAN: No, no; and they do not need to 
be equel. 

MR EVANS: They do not need to be equal. 

THE CHAIRMAN: But there is talk of creating an 
equalization of freight rates, 

MR EVANS: But what I am ssying to your lordship 
is this, that the Board today could say, "We think rates 
Should be equal east and west, on the ground that we think 
it is just and reasonable that they should be," end in all 
of the cases from the very beginning, where they whittled 
awey the difference between the east and the west, they 
proceeded under the general powers of the Board to make 
just and reasonable rates. 

THE CHAIRMAN: Quite right. Now, when the 
general term used is, es you say, "just and reasonable", 

- in some cases thet may call for equalization and in some 
cases not. 

MR EVANS: Quite so; and it is for the Board to 
sey, and they can consider whether it is just and reason- 
able to heve these differences. 

THE CHAIRMAN: Well, I won't go any further with 
i sus > “TOW 

COMMISSIONER INNIS: Do you know the origin of 
the words "same line or route"? When did it come into the 
Act? 

MR EVANS: I am sorry to say that I have not done 
s historical review of it, but I think when it is viewed 
in the light of the fact that it is a discrimination 
section, theme really is no difficulty in interpreting 
those words. 

COMMISSIONER INNIS: You do not know whether it 


came from the Interstate Commerce Commission or eny other 


source? 
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-16546- Mr. Jefferson 


MR EVANS: I will be gled to look into it. 

MR COVERT: Q. Now, Mr. Jefferson, I just 
wented to ask you whether you think, when the Boerd of 

Transport Commissioners is taking into consideration the 
question of ellowing general incresses, that it should be 
a function of the Board to investigete as to whether or 
not market patterns are being destroyed or disturbed? 

A» No, sir, Iedon'¢, oot think? they all go up 
alike thet it preserves the market pattern. 

COMMISSIONER ANGUS: Q. Did any difficulty 
with regerd to market petterns erise when the mountain 
differential was abolished? 

Ae Well, ss I said the other day, we did have 
“instances when the mountein differential was removed, and 
é long distance shipper got a greater reduction in his 
rate than the short distance shipper; the short distance 
Shipper did not like it. 

Q. Wos anything done sbout it? 

A. I beg your pardon? 

Q. Was anything done about it? 

A. No, sir, nothing wes done about it. Took it up 
with the railways, but there was nothing thst could be done 
about lt. 

MR COVERT: Q. Now, Mr. Jefferson, I just wanted 
to discuss with you another stetement in the Duncan Commis- 
sion teport ¢ ait Leoat page 25e4 At thet page, Mr. Jefferson, 
the Commission seid: 

".t present the work of the Roilwey Commission 
is cir-cumseribed within the two considerations, viz:- 
(2) Reasonable compensation to the carrying company, 


and 
(b") Wo unfeir preference or unjust discrimination es 


‘petweem traders." 
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Then it goes on to comment on section 320: 

"Section 320 of the Railway Act seems to give 
the wider powers thet we have in mind to the Railway 
Commission, so far as the question of undue preference 
or unjust discrimination mey be involved:- 

'320. In deciding whether 3 lower toll, or differ-= 

ence in treatment, does or does not amount to an 

undue preference or an unjust discrimination, the 

Board may consider whether such lewer toll  ;or 

difference in treatment is necessary for the 

purpose of securing, in the interests of the 
public the traffic in respect of which it is made, 
end whether such object cannot be sttained without 
unduly reducing the higher toll.' 

Even there we feel thet, if the intention wos to 
have lerger national interests in mind, the section 
Should be made clearer, and instead of the words iin 
the interests of the public! (which might be inter- 
preted as in the interests of the ‘consuming! public), 
the words should clearly state thet it is nstionel 
interests (both 'producing! end 'consuming') that are 
tntninds ) Ekrthis was not: the original intention of the 
Section, we suggest it is the intention which should 
now be imported into it. We feel further that 
@ Similar extension of authority should be imparted to 
the Railwey Boserd in regard to the question of reesonsble 
compen'sation." 

Now, I jusst wondered, Mr. Jefferson, whether you had given 
any consiQeration to that matter, or whether you would hove 
eny comments as to thet -- thet is, whether or not those 
words shougld be changed to make it clear that both the 


producing snd the consuming public sre mesnt? 


A., Iam afraid I do not know enough about it. 
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Q. Do you think thet consideration should be given 
to both the producing snd consuming public? 

A. I don't know. 

Q. You would not csre to express an opinion? 

A, ‘L\wouldrnot,;*noy;seair, 

Q. Then, Mr. Jefferson, I would just like to discuss 
with you for @ moment the suggestions that were made -- I 
think perhaps it was chiefly in the New Brunswick brief -- 
about the arbitrary over Montreal. I think it wes men- 
tioned in both the New Brunswick presentation and in the 
presentetion of the Maritime Boards of Trede. Now, at the 
time the reilways made the application for the 30 per cent 
increase was there any suggestion among yourselves that 
the Beeerety over Montreal should be preserved for the 
benefit of the Maritimes? 

Aw NOG eir. 

Q. None st sll. Now, has this proposition ever 
been advanced in conferences between the two railways? 

A. Ido not think so; not in connection with hori- 
zontal increases. 

Q@. Not to your knowledge? 

KR. INOVuSL i 

Q@. Have you ever calculated what it would mean 
revenuewise? 

Ag. «Notas? : 

Q. You would suggest, Mr. Jefferson, that there 
would never be any sound reason for preserving it? 

A, I do not think there would be, no. I think the 
erbitrary should be treated just as if it was not there, 
as a part of the through rate. 


Q. And I suppose you examined the New Brunswick 


submission on that, did you, Mr. Jefferson? 


ito Well pal wiih say I read it at the time, but I do 
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not remember now what wes in it. 

Q. There was nothing in it thst would convince you 
that the arbitrary should be meintsained? 

Khe No a igir. 

Q. Then, Mr. Jefferson, I wanted to discuss with you 
a few questions sbout motor trucks. 

A. Truck competition? 

Q. Truck competition. 

i, Yes g-sir, 

Q. Now, you have been for some time in charge of the 
traffic division of the Cenadian Pecific? 

Yul GIXes Preir . 

Q@. And I suppose as such you would have made a 
pretty careful study of the business that you thought you 
were losing to trucks? 

A. Our men ere doing it all the time. 

Q. Has your roilway ever prepared any estimates or 
figures as to just what you were losing to the trucks? 

A. I would say no detailed estimate, no, especially 
in recent years. It may have been done st one time, but 
I do not know of it. 

Q. I just wondered if you hed any real what you might 
call sound estimate of just what business the Canadian 
Pacific wes losing to trucks? 

A. I would not say we hed one that could be relied 
upon today, no. 

Q. Now, I would like also to ask you this: Do you 
believe thet regulation of for-hire trucks, leaving out 
the re-:gulation of private commercial trucks, would be eny 
Substantial solution to your problem es far as truck com- 


petition is concerned? 


A. When syou sey for-hire trucks, you mean both common 


and contract carrriers? 
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Q. Yes, for-hire as opposed to privately-owned 
commercial trucks, 

A. I would sey any regulation of for-hire trucks 
would be a step in the right direction. 

Q. I will put the question to you again, Mr. Jef+ 
ferson. I sy do you think thet that would be e substen- 
tial solution et all to your problem, the regulation of 
for-hire es opposed to private commerciol trucks? 

A. So long es the regulation was equal to the rail- 
ways end wes enforced, regulation of for-hire trucks the 
Same as reilways, would certainly be ‘eo step in the right 
direction. Then the trucks, the for-hire trucks and the 
railways would be competing on the same basis, and the 
private trucks which you speak of would be the competitors 
of both the railways and the for-hire trucks. 

Q. Do you not think, Mr. Jefferson, that this might 
leed to the private operator, when he found that perhaps 
he could not get his trucking done by for-hire trucks -- 
wouldn't it perhaps lead to a greater ownership of 
privately-managed trucks in business? 

A. It might lesd to en increase in private ownership 
trucks. 

Q. But you still feel that it would be a substantial 
help to the roilweys? 

A. Certainly. It would be no worse for the for-hire|: 
trucks than it would for the railways. 

Q. Now, the next subject I wanted to teke up with 
you, Mr. Jefferson, was tha question of just and reasonable 
rates. First, my understending is that your view is thet 
railways today do heul a considerable amoumt of their 
traffic at non-compensatory rates? 

A. A great deal? 

Q. Yes. 
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A. I would not Say that, no, 

Q. Perhaps I em not clear; perhaps I might enlarge 
on thet. For exemple, you suggest grain end grein 
products under the Crows Nest Pass rates? 

ey Yes. I thought you were Speaking more in terms 
of competitive rates. 

Q. No, no; I am Speaking of sll rates, 

As AEE Pets yes, gint 

Q. One of the examples you would say are the Crows 
Nest rates? 

ie Rasa. 

Q. Then I believe that you also say thet the live- 
Stock rates are non-compensatory? 

Peart. syrlighs. 

THE CHAIRMAN: Although they ere fixed by the 
railway itself, not by statute. 
MR°COVERT: §That its “right. 


THE WITNESS: That is right. 
MR COVERT: Q. And also the coal from Alberta to 
Ontario? 
a. Yes, Sir. 
Q Then there are the et-and-east grein rates? 
a. To Saint John, 
Q@. To Saint John? 
wees sir, 
THE CHAIRMAN: They ere non-compensstory? 
MR COVERT: They ere non-compensatory. 


THE WITNESS: Yes, sir. 
THE CHAIRMAN: Q. Pardon me a moment; I want to 


get it clear aes I go along. There again it is your own 


doing; there is no statute compelling you in that case? 


io, That Le rien. 


MR COVERT: Q@. The same epplies to the coal from 
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Alberta to Onterio? 
Q. A. What do you mean, epplies? 
Q. Well, there is no statute compelling you to? 
Be” “ORs. thet is rignu, yes, Sir. 
THE CHAIRMAN: Q. Is there no order of the Board 
in that case, in the coal-carrying case? 
A. No, sir, no order of the Boerd. 
MR COVERT: Q. That is really perhaps 2s a 
result of negotiations with the Government, is it not? 
A. That is right. 
THE CHAIRMAN: Q. There is a contract with the 
Government, is there not, or something equivalent to that? 
A. It was an errangement between the railweys end 
the Government, yes, sir, when it was mede -- not in the 
Sense of a contrect, but it was en errengement that the 
railways made to publish some years ago in the early 
thirties an $8 rate, $8 per ton rate on coal from Alberto 
to Onterio. 
Q. And that is still going on? 
Pei wee, Sir’. 
Q. And do you get any compensation for that loss? 
WW, ) Not from the $8, no, sir. 
Q. Not from anybody? 
A. No, sir. The $8 is paid, $2.50 by the Government 
and the rest by the shipper or consignee. 
Q®. At that you say you suffer a Joss? 
Be That is right. 
MR COVERT: Q. Now, Mr. Jefferson, are there any 
other rates that you feel are not compensetory? 
A,” YOU mighs Ting some thease if our tariffs were 
combed and ewery rate enelyzed -- I don't know -- but I 


have no others in my mind. 


Q. That in general you would say would cover the 
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field of non-compensatory rates? 

Dervlivtee, sir, 

Q. Apart from perhaps some minor exceptions which 
you sey you might pick up if you combed the retes and made 
a study of each? 

Ase. Yes, sir, 

THE CHAIRMAN: Will you excuse me a moment? Just 

to make sure, what you said about coel does not apply, 
think,to coal brought from Alberts to the Winnipeg market? 


Pee aNtO> Sir, 


(Page 16554 follows) 
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MR. COVERT: Q, Now Mr. Jefferson, are there 
not many rates on sand and gravel which you would say are 
non-compensatory? 

A. Not that I can point out to you. 

Q. What about pulpwood? 

A. No, haven't made a study of earnings in 
pulpwood to see whether they are all compensatory or not, 
but I can say this, not to my knowledge. 

Q. Would you say that the rates on pulpwood, 
generally speaking, are low? 

A. They are low, yes, sir. They are founded on 
getting a re-shipment on the manufactured product. 

Q. I © wondered if that was not one of the 
reasons why you decided they are not compensatory; you 
perhaps put them low so that you would get a return 
product. 

A. foean!t say from my own knowledge that the 
pulpwood rates are compensatory. 

Q. What about feed grain rates from the prairie 
ro British Columbia? 

A. I wouldn't say they are not compensatory; they 
may not be as high as they should, be: 

Q. You say they cover the out of pocket expenses 
and a little more? 

A. Yes, sir, I would say so. 

Q. You would say then, Mr. Jefferson, that. gince 
these rates are non-compensatory rates, that the railway 
must make up their required revenue on other products? 

As Yes. 

Q. Then do you think it is true, Mr. Jefferson, 
that hardly any of your traffic is carried at the 
standard mileage rates? 
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Q. Yet the standard mileage rates are just 


and reasonable rates? 


A. The standard mileage rates? 
Q. Leo. 
A. I would say they were just and reasonable rates,’ 


subject to the increase we have applied for. 

Q. If you had carried some of the products which 
you now carry at competitive rates, that is if you were 
able to raise those to the standard mileage rates, they 
would still be just and reasonable? 

BS Oh, yes, but I think it would be an impractical 
suggestion. 

Q. I follow that. 

A. Vee wu cls. 

Q. If the standard mileage class rates were 
in effect on all of the products which you carry, and 
the traffic moved on those rates, the revenues of the 
railways would be far in excess of what they are today. 

A. They might be far less than we have today. 

Q. Perhaps you did not hear me. 

A. Because they might be so high that trarfic 
would not move at all. 

Q. I made the statement -- perhaps you did not 
hear me -- that if the traffic moved at those rates? 

A. If the traffic moved, yes, but Il don't think 
4t would be a reality. 


Q. The next point I wish to discuss with you is 


on the same subject: you say; I believe, that as far as 


you are concerned, your view is that the words "just and 


reasonable" as applied to rates mean just and reasonable 


both to the shipper and to the railway? 


A. That is right. 
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Q. So that in effect, Mr. Jefferson, the test of 
the justness and reasonableness bG)/as really applies 
to the whole mass of rates? 

A. Yes, that is right. 

Q. And as applied to a particular rate, from a 
practical point of view, I Suggest to you that it would 
be practically impossible to Say whether a particular 
rate was just or reasonable. 

A. Well, I dontt know. I don't want to get into 
the law of the thing. 

Q. But just from a practical point of view? 

A. From a practical point of view, you can 
determine whether a rate from A to C is reasonable in 
its relation to the rate from B to C. 

Q. From a practical point of view how would you, 
as a traffic man, determine whether a particular rate 
from A to B was just and reasonable? 

Ie, th It had a rate from A to C and DZ refused ‘to 
give a similar rate from B to C -- leaving out the 
question of competition -- I would expect to be told that 
I had better treat the shipper at B the same as the 
shipper at A. 

Q. In other words one of the tests which you use 
would be the test of distance under substantially the 
same conditions and circumstances? 

Re Yepyislr. 

Q. That would be a test of the justness and 
reasonabimess of the rate? 


A. Yes>..siv. 


Q. Wouldn't that be predicated on the necessity 


of the justness and reasonableness of the rate with which 


you have made a comparison. 
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A. Yes, sir; and the just and reasonableness of 
the situation might be corrected by reducing B's rates 
to C or increasing A'srate to. 

Q. Mr. Jefferson, what I am pointing out is, if 
you have a rate from A to B, and you want to test the 
reasonableness of a rate from A to C -- 

A. We are not going to the same place now. I said 
from A to C with from B to C. 

Q. I had it A to B and. A to C. 

A. What I was talking about was C. Here is A 

going to C, and here is B going to C (witness illustrates). 

Q. And the distances are the same? 

A. May be the same, or may be different. 

Q. If they were different there might be a difference 
in the rate. 

A. Quite so, but I might not be according the 
shipper at B proper treatment with respect to the 
shipper at A. 


Q. Let us take the same commodity the same 


distance. 
1 The same distance? 
ae Yes. 
B.; Coming from another --? 


THE CHAIRMAN: Not the same destination? 
MR. ers can have the same destination 
or a different destination, Mr. Jefferson, but I want 
to see how you would test whether the rate from A to B 
was just and reasonable. You say you would compare it 
with another rate? 
A. Yes, sir, going to the same place. 
Q. To the same place? 


A. Yes. 
Q. Let us take the case of where they are both 
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at the same place? 

A. Peo acs Bal 

Q. If you say that-the rate from A to C is 
use and reasonable * 4 

A. Yes, sir. 

Q. Because it is the same as the rate from B to C, 
then you presume that the rate from B to C is just and 
reasonable? ’ 

A. Well, if I follow your question, if A to C is 
200 miles, and B to C is 150 miles -- 

Q. Let us make them 200, 

ay Make them 200, all right; make both of them 
200 miles. But I have got to justify why A should have 
a lower rate to C than B has. 

Q. Say they are the same rate. 

A. Yes. 

Q. I am asking you how I know whether a rate from 
K to C is Just and reasonable." Youmbelbme a2tets 
just and reasonable because it is the same as the rate 
from B to C. 

HS Yes, if the distance is the same, I would. 

Q. All IToam sayinglis thataifyit is justand 
reasonable because the rate from B to C is just and 
reasonable, then you are assuming that the rate from B to 
C is just and reasonable? 

ue Quite right. 

Q. Then I am asking you how I know your rate from 
B to C is just and reasonable? 

ie Whoever complains about it has to tell me 
why it isn't reasonable. 


Q. The onus is on the complainant to show why it 


isn't just and reasonable. 
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A. Certainly. 

THE CHAIRMAN: Q. Have you in mind the plaintiff 
who was complaining about th discrimination? 

MR. COVERT: No. 

THE CHAIRMAN: You have in mind the shipper who 
is complaining in the absolute that the rates do not comply 
with Section 325 (5), which says that it is the duty of 
the Board to fix, determine and enforce just and reasonable 
rates. 

MR. COVERT: That is right. 

THE CHAIRMAN: Subject, of course, to certain 
things and regardless of any statute. 

MR. COVERT: That is right. 

THE CHAIRMAN: And now, in that absolute case 
one complains. 

MR. COVERT: Yes. 

THE CHAIRMAN: Suppose they both complain. 

THE WITNESS: If A complained and B did not, 
the perfect answer would be that B has not complained about 
as 

MR. COVERT: Q. But if both are unhappy? 

ge If A and B are both unhappy, then we have to 
see why they are unhappy. 


Q. And they say it is not just and reasonable? 


A. yes. 

Q. Then you asked them, why isn't it just and 
reasonable? 

A. Certainly. 

Q. What I want to find out is, do you say that 1t 
satisfies the railways and prings them in sufficient revenue? 

A. But he has got to show me why he can't afford 


to pay the rate we have in the tariff. 
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THE CHAIRMAN: But he may be the richest man in 
the world. 

The point is, has such a. case ever come before 
the Board, do you know, Mr. Evans? 

MR. EVANS: I don't know that particular case, 
but there are dozens of cases dealing with just and 
reasonable rates. 

THE CHAIRMAN: Apart from discrimination? 

MR. EVANS: Yes. I am going to suggest to the 
Commission that what is being asked Mr. Jefferson is 
a legal matter; the Board's decisions are there, and I 
am looking them up. 

THE CHAIRMAN: Have you some of their decisions? 

MR. EVANS: Yes, I have a lot of them which I 
am having digested now, and I am getting a memorandum 
prepared. 

THE CHAIRMAN: All right. 

MR. COVERT: Q. What I am comune tnes Jefferson, 
is, as a matter of fact, wouldn't you agree that it was 
a very difficult thing for any shipper to attack a particular 
rate as being unjust or unreasonable? 

Bute Maybe in the sense that you areexpressing it, 
Hot Lt A and B cannot market their products at C, 
and come in and tell us so, and give us a good reason 
why they cannot market them, then we might give con- 
sideration to reduced rate, but we don't do it just 
because it is not fair and reasonable; if he proves to 
us that he needs a lower rate -- 

@. When you say "we might", you mean the railways 
might? 

fin That is right. 


Q. In other words he comes in and talks it over 
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with you, and if he cannot convince you, the rate stands. 
ie That is right. 

Q. The only thing he can do then is make an 
application to the Board on the ground that the rate 
is unjust and unreasonable? 

A. That is right. 

Q. I wanted to find out if you could help us 
on that in any way? 

A. AS a traffic man I say the onus is on him to 
Show it is unjust and unreasonable. 

Q. And you would agree it is quite an onus? 

A. I don't think it is any more than it should be, 

Q. It would be fair, I think, Mr. Jefferson, to 
Say that as far as you are concerned one of the chief 
things about just and reasonable rates ig that they must be 
Such that they will supply the railways with sufficient 
revenue to carry on? 

A. Certainly. 

Q. And if a large mass of rates are non-compensatory -- 

Pixs Which they are not. 

Q. Well, I thought we had just agreed that, as 
far aS you were concerned, there was a large volume, for 
instance the Crow's Nest, the livestock, and the at and 
east rate? 

A. A substantial volume, but not the larger volume, 

a; IT .djd not. say..harger"; if i did, 1 certatiniy 
aid not mean it. 

A. A large volume, yes, sir. 

a Then, I thought we had agreed that the other 
rates were bearing perhaps more than their fair 
share? 


A. Quite right. 
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Q. I had suggested, on the ordinary meaning of the 
words "just and reasonable", if these ~ other rates 
are bearing more than theil® Share, perhaps they are unjust 
and unreasonable because of the situation with respect 
LO” the non-compensatory rates? 

A. That might be; I won't say they are unjust 
and unreasonable, but they might be lower if the other 
rates were higher. 

Q. Now, Mr. Jefferson, I think you also said the 
other day that if a rate to a competitive point was $1.00... 

Jie Yes; six. 

Q. And the rate to an intéeubatee. Geico eae that 
in itself would not make the rate to the intermediate point 
unjust and unreasonable? 

A. T think I said that to someone; I have forgotten 
who it was now. 

Q. You think that is so? 

know 

IMs Yes, sir, but I don't/where you will find a 
case like that, such an extreme case. 

Q. Based on your experience, Mr. Jefferson, would 
you say that as far as attacking a rate as conferring 
an unjust or an undue. preference, or a rate being unjustly 
discriminatory, that a shipper has a good chance if he 
can demonstrate or prove the facts? 

A.To the railways? 


Q. Or to the Board. 


A. Yes, stuwlel would hope he wouldn't have to 
go as far as the Board, if he had a reasonable case. 
THE CHAIRMAN: Pardon me, Mr. Covert, but did 
you use the word "discrimination"? 


MR. COVERT: Yes. 
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Q. Do you think, Mr. Jefferson, that he would have 
as good a chance to show that the rate was unjust and 
unreasonable? 

A. I don't know why not. 

THE CHAIRMAN: You mean without discrimination? 
MR. COVERT: Yes, without discrimination or 
prererence, 


THE WITNESS: I don't know why not. I don't know 


how he could claim the rate was unjust or unreasonable if 
he was able to market his product. He must have some reason 
for asking for it. 

THE, CHATRMAN:...Q..-In the first place, it would 
be no higher than, the .ceiling. 

A That wis: right. 

Q. The Board must have fixed its ceiling rate 
as being just and reasonable. I suppose the complainant 
might argue that the rate had become unjust and unreasonable 
for some reason or other. That might be? 

A. Yes 5.823 

MR. EVANS: What he says is that if a shipper 
can show that he cannot market his goods; that may show 
that they have become unjust and unreasonable. 

MR. FRAWLEY: All that, and there isn't anybody 
who is considering the consumer; it is just a case of one 
shipper against another. 

THE CHAIRMAN: We are prepared to hear from the 
consumers, Mr. Frawley. I have looked the point up, and 
I find that in the United States they do hear from the 
consumers. 

MR. FRAWLEY: I am quite serious about it, my lord. 
Mr. Evans talks about the shippers. Mr. Jefferson, for 


the third time in the last five minutes, said that it 
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wouldn't be unreasonable if the shipper ean pay it. <i 
am not concerned about the Shipper; the shipper is the 
middle man; he is not the man who pays, it is the consumer, 

MR. COVERT: Q. Mr. Jefferson,in the case of 
the Granby Consolidated Mining Company -- 

THE CHAIRMAN: Pardon me. Did you say you were 
not concerned with the shipper? 

MR. FRAWLEY: I said I wasn't concerned with 
the shipper; I am concerned with the consumer. That is 
why I am sent here, He is the man who has to pay the 
freight. 

THE CHAIRMAN: That is not the same thing. I 
thought you were concerned with the shipper. 

MR. FRAWLEY: I am concerned primarily with 
the consumer in the Province of Alberta. 

MR. O'DONNELL: You are changing your ground. 

MR. FRAWLEY: I am not changing my ground. It is 
not the shipper in Canada who pays the freight; it is the 
consumer who pays the freight. 

MR. MACPHERSON: The farmer does. 

MR. FRAWLEY: That is the producer of the raw 
material. I certainly would amend my position to that 


extent. 
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MR. FRAWLEY: That is the producer of the raw 
maverial.. Yes, 1 certainly amend my position to that 
extent. 

THE CHAIRMAN: And he is a Shipper, you see. 
Well, for instance, you have the Shipper of livestock from 
Alberta. He is a shipper, isn't he? 

MR. FRAWLEY: Yes, sir, he is a producer of the 
raw material. 

THE CHAIRMAN: And a shipper of it? 

MR. FRAWLEY: Yes, he is a shipper. 

THE CHAIRMAN: You are concerned about him 
getting fair treatment, aren't you? 

MR. FRAWLEY: I am concerned. I am certainly; 
I am concerned with the producer who ships out of Alberta 
and the consumer who pays the freight in. 

THE CHAIRMAN: You are concerned with the man 
who eats the beef the same as the man who ships it? 

MR. FRAWLEY: The man who eats the beef in 
Ontario, I am not too concerned with him. 

THE CHAIRMAN: What I have in mind, you see, is 
I am looking up some of these United States cases, and I 
find there, as distinct from shippers and railways there 
are cases where consumers themselves have appeared, and 
been represented by counsel. Their representations have 
been heard and considered. 

THE WITNESS: But, as I understand it, Mr. 
Chairman - - 

THE CHAIRMAN: In which case they would be both 
opposed to the shippers and the railways? 

MR. FRAWLEY: That is right. 

THE WITNESS: The term "shipper" as we use it, 


is both shipper and receiver of goods. He may not be 
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the ultimate consumer, but he is the receiver at the point 
to which the goods are shipped. 

THE CHAIRMAN: Well, in the case of a shipment 
then, you would have two Shippers, one sending and one 
receiving. You would call them both shippers? 

A. It all depends who pays the freight, whether the 
shipper or the receiver. 

Q@. Sometimes the sender is your shipper and sometimes 
the receiver? 

Be lias 26 rignt, “vee, Bir. 

MR. COVERT: Now, Mr. Jefferson, I was going to 
say that you had a complaint from the Granby Consolidated 
Mining, Smelting and Power Company Limited, as to the rates 
which you charged them? 

A On what? 

Q. I believe it was copper ore and copper concentrates? 

A Yes, we have. 

Q Now, do you know, Mr. Jefferson, whether or not 
their complaint was on the ground that the rates were unjust 
and unreasonable? 

A. I won't say it was on the ground that the rates 
were unjust and unreasonable. 

Q. What did they say - that the rates were too high? 

A. That the rates were too high for them to ship 
their goods, having regarq to the prices obtainable for 
their resultant product. 

And ‘they came to you? 
Teo: 
And you said you did not agree with them? 


That is right. 


OFS >) ee & 
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A. No, sir, we did not tell them to to to the Board 
at all. 

Q. Well, they went to the Board? 

mo VYes; Sir. 

Q. And they asked the railway for particulars of 
increased.cost of operation and so on? 

A. I believe so. 

Q And their application for particulars was opposed? 

A eG 

Q. And their application was dismissed? 

A that. 18 cight . 

Q. And in that case, the Board of Transport Commission- 
ers, I think that was the case that Mr. Evans referred to 
the other day, said: 

"The Board in dealing with the reasonableness 

of rates in the many cases dealt with, has never 

found it possible to lay down a precise formula 

whereby the reasonableness of a rate could be 

accurately determined". 

THE CHAIRMAN: Who said that? 

MR. COVERT: The Board of Transport Commissioners, 
Mr. Chairman. 

THE CHAIRMAN: In which case? 

MR. COVERT: That was in a case the Decision of 
which is published February 1, 1950. It is File No. LITO VS 

MR. EVANS: I am sure, Mr. Covert, you did not 
mean what I got as what you said, that the application was 
dismissed; it was merely the application for particulars? 

MR. COVERT; That is correct, the application for 
particulars was dismissed. 


THE CHAIRMAN: That is a very recent case, is it? 
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MR. COVERT: Yes, Mr. Chairman. 

THE CHAIRMAN: I would like to know more about it. 

MR. COVERT: We will have a copy made for your 
lordship’. 

MR. EVANS: The Judgment is only one dealing with 
particulars, but the statement which was referable to this 
question of unjust and unreasonable rates Simply said, that 
the Board could not lay down a precise formula, but it is 
only on an application for particulars. 

MR. COVERT: It was just an application for parti- 
culars, my lord, and I think it would be fair to say it was 
dismissed on the ground that it would be a "radical depar- 
ture from the value of service principle". 

THE CHAIRMAN: What particulars were asked for? 

MR. COVERT: They were asking for particulars, 
Mr. Chairman, of - 

"The cost of operating and servicyng that 

portion of the line of the Canadian Pacific Railway 
used for the transportation of ore, from Copper 
Mountain to Allenby yearly during the years 

1945 to 1949 inclusive, with breakdown as to 

wages, fuel, track and trestle repairs and main- 
tenance, repairs and maintenance to cars and 
equipment, overhead and administrative expenses, 
depreciation of equipment, depreciation of the 
railway line (if any charged) and other incidental 
expenses. 

THE CHAIRMAN: And the Board refused to make such 
an order? 

Bis COVERT: Yes. 


THE CHAIRMAN: Tell us again what they said in 
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refusing the application? 
MR. COVERT: They said:- 
"Counsel for the respondents also suggested 
that if the cost of providing vhe service was 
taken as the measure of the applicable rate to 
be charged, such method would be a radical depar- 
ture from the ‘value of service! principle, and 
would tend to create an entirely new method of 
rate-making with possible ultimate detriment to 
all other rates". 
Upon consideration of all that was presented 
in support, or in opposition to the application, 
and having regard to substantially similar 
matters previously dealt with by the Board, it 
te"my Opinion that the application for parti- 
culars should be refused.” 
THE CHAIRMAN: Well, that case apparently would 
be of interest, for instance, to British Columbia? 
MRS COVERT: Yes, I think it would: 
THE CHAIRMAN: Then, we will take a few minutes 
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MR. COVERT: Now, Mr. Jefferson, in connection 
with that Granby Consolidated Case, have you since agreed 
with the company on a rate that is satisfactory to the two 
of you? 

By gio (829. 


Q. You have mt? 


_ YOR IRet igs ett patton 
“eebheeeenrs ABYC Hs pane 


: eared 2 aal sterdabnoneas - BAS OF) tenouey! oP rn 


' #6W Botweree: sia enh trot Yo tos: eft: “i Ibri3 >. 


202; BIST idwotlage Sus: Lo sebacomadd- ed nated 
pb 
| ~STOQGE asolbet 8..0d. Slvow botiteu tous: | beyrbdo.ed < 
aeloloniag Mostyreet te duléy' sat tort exig 


" 20 DON T.om: war efor ting ins: at eos Oe brad ptigow 


" 
“ nie Pay o>. ot ae S hex an dk 
ono? Vien isggeD  ofaathtty oidts seo aw sc idlem-esar 
« aya dee 
tev) ee ee pe ; 
-. “HOFSY verde ITs 
F , 
°' rik 
oa ee Ae eee yee ee r - 
HearNeeety egw: taeatulis to OL ther oh Sines "RG ogy 
netisotigue eftotiseltteoqgqormt re .ieenave at % 
im t heb eel 2 Ce ee VCe ty eee et ee a ify! 
SIBi Inde Bi LelIneliise ot Besged sityved bas 
$42, 88698 oat Md AT te 2 LES ehage bysed “Bie ty om 
is 
rorTegyrat: wotinotiqgs edd/sédt neinkde-cm st 
i 
"pbosvtex sd higake Bisiizo 
< Bie - ne. A in O gv GO yrery/te oS abe eve ier ate ae wes . ir? » Ane 5 ae toe. st nal 
RUsROM Vi giareais sero pelt. L0SW oP MAMATaR ‘AT 


ay 


Camilo vn tared ot .soratent wt desesdn) Ao ea 
wihovowe tf) biteteht I. .ae¥) .TARVOO. 7M 


2.0 Bae ——eeth + gated FT he 4 + dad pany oe MA 12: vy - arate 
(CR wS) £ ees IL bw ow josh? -: AMRTAHD 


okt, S 


Sie vy 


3 wr ee pate ; 

 fiehsosraon mt. . cman TT8b 4M woH  STHEVOS EY 7 
ra is r 4 F pS eS A iy os 8 . ae . ; ms 
Heeywgs. ooahbe Dok ave ., oan0 Baveh? LhenoQoydasst Sait ‘ts tw 


Rie 


ave o8F oF Yrostoe tetize et fH ates p M8 Veazey etd AD ti) 
eet . | rs ¥ 
ake xi i 
ie Ricoh 2 on 


sl fy 4 / ede Le 


- 16570 - Mr. Jefferson 


ASLONG? air. 

THE CHAIRMAN: Is that the last case you referred 
to before the adjournment? 

MR. COVERT: Yes, my lord. 

THE CHAIRMAN: It is still going on then, is it? 

THE WITNESS: Yes, sir. 

MR. COVERT: Now, Mr. Jefferson, would you say 
that this Situation could exist, that a particular rate 
may be perfectly satisfactory to the railway and to the 
shipper because the shipper can conveniently pass the rate 
along to the consumer? 

A. I beg your pardon. Would you repeat that for me? 

Q. That a rate may be perfectly satisfactory to the 
railway and to a shipper, because the shipper can pass it 
along to the consumer? 

ALN ME suppose thatoissa, possibiiLitys 

Q. And that as long as that situation exists, perhaps 
there would not be apt to be complaints from the shipper? 

Pesitinacwmay? bes 

Q. Andrthen the situation might arise, where the 
shipper could not pass the rate along to the consumer, and 
then perhaps the shipper would complain? 

Aa, Yess Sin. 

THE CHAIRMAN: But you are not excluding, are you, 
the possibility, that in the meantime the consumer might 
complaing You see, I am trying to find out whether he has 
ever complained to the Board and been heard. 

MR. COVERT: Can we put it this way? Apart from 
Mr. Frawley, do you know of any place, where the consumer 
has complained? 


A. I imagine there are cases where a consumer has 
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complained? 

Q. In Canada? 

A, Yespisir, Lbewould say so. 

Q. Do you know of any case? 

&. I do not know that I could refer to them from 
memory. 

THE CHAIRMAN: Can you give us a sort of case? 
PaO not mean GuUstra general complaint; I mean a 
complaint of a locality or town such as they have had in 
the United States? 

A. Well, you get complaints from a consuming area 
that the rates into that area are too high. 

Q. By consumers? 

mmevyes, sir. 

COMMISS TONER INNIS?" Would you get complaints 
from labour; that is to say, a shipper who is adversely 
affected, may very well decide to rearrange his plant, 
to perhaps discharge labour and put in macninery or he 
may decide in the case of hauling his raw material to 
use trucks rather than railways. Does that come into the 
picture at. all? 

A. Are you speaking now of a shipper? 

CRP e Gs 

A. If a shipper complained of a rate and did not get 
the reduction that he asked for, he would no doubt try to 
apply such economies within his own industry .as he 
could to overcome what he considered was a handicap and 
which the railways would not recognize, yes, sir. 

Q. You would not go into that question of the economies 
that he was forced to introduce at all? 


A. We would not consider it in our discussions with 
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him? 

Q.. No. 

A. We might, but I am Speaking now if we refused to 
reduce his rate on an application, and he might say: ‘Well, 
all right, you won't reduce my rate; I am going to effect 
other economies instead of paying the freight rate that 
you consider I should pay." 

MR. COVERT: Then, Mr. Jefferson, would you say 
that this was a fair statement, that as long as the 
economic. conditions of the country were such that the 
Shipper could pass the rates along to the consumer, that 
there are not apt to be complaints from the shipper? °°] 
am not talking now of unjust discrimination or undue 
preference. 

A. Well, I do not know, but I would like to say this, 
that there are a lot of shippers who make complaints to 
the railways about freight rates, not only in their own 
interests, but in the consumer's interests. 

Q. There are? 

A. Certainly, lots of them, and I can give you 
refevenceato one.’ « I. think Leis oniyofair tol sayithe 
apple shippers of British Columbia,. They do not pay 
the freight on apples, but they applied to the railways 
for a reduction in rates for the benefit of the consumers 
and for their own benefit too, because they thought they 
would market more of their apples if the rate was reduced. 

Q. That would not be competition that they would be 
interested in? 

COMMISSIONER ANGUS: But if they cannot pass on 
the rate without diminishing the sale, that really means 


they cannot pass it on in full. Mr. Covert's question was, 
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if the shipper can pass on the rate to the consumer, he 

would not complain. As I gather your answer was that he 
would pass it on to some consumers, but some of the consumers 
would be struck out so that he does not sell as much as 
before. He would complain in that Situation, surely? 

A. What I have more in mind, is that, we will say, 
they have a large apple crop, and they want to increase the 
consumption. Now, they say the rates are unfair, and they 
want the rates reduced so that there can be a larger con- 
Sumption of apples, but a shipper does not always ask for 
a reduction entirely for his own benefit. At least in his 
applications he certainly alleges that he is looking after 
the consumer's interests as well as his own interests. 

COMMISSIONER INNIS: Would you be suspicious of 
someone looking after the consumer's interests? 

A. No, would, not be; J do not know why they 
should not. 

THE CHAIRMAN : In the case you. have in mind, is 
there competition from apples coming from elsewhere? 

A. NOs, Sin. 

Q. But people may eat less apples if they have to pay 
more? 

A. Ifthe rates. are not reduced, yes, sir. They 
think a reduction in the rate on apples would increase the 
movement and consumption of apples. 

Q®... And.that is in.the interests of the shipper? 
Pate Cine gl etre COO 
MR. COVERT: Mr. Jefferson, has there ever been 
a rate reduction, for instance, on British Columbia apples 
because of a large or small crop? 
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Q. There has been? 

Heieyves, Bir. 

Q. When there was a large crop you reduced the rate? 
Aa ttves; “sir: 


THE CHAIRMAN: And when there was a small crop, 
the rates sometimes are higher? 

A. We would not put them higher, but we would restore 
the normal basis. 

Q. Then the consumer would have less apples and 
dearer ones? 

A. If he had less crop, yes, sir, but we have made 
emergency rates on apples because of an extremely heavy 
Crop. 

Q. I would imagine this. I refer to you again, Mr. 
Frawley. Your application about having freight rates 
reduced on agricultural implements from the United States , 
that 1s a pure consumer application, isn't it? 

MR. FRAWLEY: Yes, the receiver of the farm 
machinery in Alberta. 

THE CHAIRMAN: And they are a very large class? 

MR. FRAWLEY: They are a very large and important 
class of people, sir. 

THE CHAIRMAN: Well, that is an instance of a pure 
consumer demand? 

MR. FRAWLEY: And free under the fiscal policy 
of Canada to buy in the United States free and invited to 
buy in the United States but having to pay what amounts to 
a customs tariff. 

THE CHAIRMAN: I just want to get at the nature 


of the application. There is no customs tariff now against 


farm implements? 
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MR. FRAWLEY: That is right, sir, there is not, 
but there is this handicap in freight rates. 

aoe Now, Mr. Jefferson, I wanted to ask 
you a he ete Jato the extent of competition between the 
Canadian Pacific and the Canadian National. Apart from 
possible competition of providing services, would you say 
that there is really any competition between the two rail- 
ways? 

A. I would not think so. 

Q. You would not think so? 

A. No, sir, our rates are equal. 

Q. And generally speaking, you say that they co- 
Operate with one another? 

MeOVYes, sir, 

THE CHAIRMAN: Well, we were told the other day 
that they have a conference of some sort for the fixing of 
Preschy Waves. Is that right? 

MO CYes, sir. 

Qa ney call that. waat? 

A. That was the Canadian Freight Association that 
we were discussing at the time. 

MR. COVERT: Then, Mr. Jefferson, when the 
railways decided to make the application for the 30% 
increase, could you tell the Commission briefly the 
procedure that was followed? How did it start? I 
presume, for example, that the first thing that the 
Canadian Pacific did was to make an estimate of their 
financial requirements? 

A, - Peat. is rien. 
Q. And then did the Canadian Pacific and Canadian 


National get together on the subject? 
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A. Yes, sir, but not only the Canadian Pacific and 
Canadian National, but all the railways would figure what 
increases in their rates were necessary in their own 
opinion, to be made. 

Q@. Well now, I suppose as far as the other railways 
except the Canadian National are concerned, they would 
be in agreement with what the Canadian Pacific required? 

A. Well, the Canadian National as well. The increase 
waS agreed upon among all the railways, but the answer to 
that is, that recent decisions of the Board for some years 
past have been based on the needs of the Canadian Pacific. 

Q. 4nd I suppose when you go together that in fact 
it would be, to all intents and purposes, agreed that the 
Canadian Facific Railway would be the yardstick? 

A. That is right, the needs of the Canadian Pacific 
were not disproportionate with the needs of other railways 
except possibly the Canadian National who may have needed 


a larger increase to meet their requirements. 


(Page 16578 follows) 
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Q. Then, es I ssy, you consulted, presumably, with 
the Conadian Notional? 
Be NESy sir, 
Q. Who decided, Mr. Jefferson, that the increase 
would be in the nature of sa horizontal increase? 
ae “The reilways. 
Q. All of the railweys? 
Me Aves, sin, 
Q. And wes there eny disagreement between the reil- 
ways a8 to whether or not this was the proper method? 
A. No disagreement whatever. 
Q@. None at all? 
Be MORO Sir. 
Q. They were 311 agreed thet it should be hori- 
! 
A. VEC, cur. 
Q. Were they a1l sgreed thet thewe would be no ex- 
ceptions in the case of horizontal increases? 
hae LOs ee Sirs 
Q. They were 211 sgreed? 
A. Yes, sir. The only exception was the coal and coke. 
Q. No other method suggested? 
Ae Nogwsin: 
Q. By anybody? 
me NO isirsy 
Wes the metter discussed at 311 with industry? 


Q 
A. Before the applicetion was launched? 
Q 


os Yes. 


A. I do not think so; not in conference, but they no 
doubt were 2ware that we intended to meke an application, 
but whenever on epplication wes mede to the Board copies 
were always gsent,on the day the application wes made to the 
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Manufacturers Association, Industrial Traffic 
League, all over the country. 
Q. They sre on 2 regular mailing list? 
Ae Ces, sir, 
MR EVANS: There were additional ones. Perhseps 
I could say this, that there were a lerge number of 
eadditionel copies sent to others than those on the regular 


regulation 
nee Specifying certoin 


meiling list. The Board has ar 
ones, and we mailed others. 

THE CHAIRMAN: Are the Provincial Governments on 
that list? 

MR EVANS: They were. 

THE WITNESS: Oh, yes, sir. 

MR EVANS: We sent them to the Provincial Attorneys 
General. 

MR COVERT: Q. Mr. Jefferson, I just wanted to 
be clear. Before the actual application wes made end 
copies sent out, was it discussed with people in business 
or industry generelly? 


me NG, sir; not-formerly, To, sir. 


Q. Not formally? 

Hs NOW ASLL 3 

Q. Were there informal discussions? 

A. There might have been; I won't say there were not. 
Q. Well, would you savy that there were? 

AD VINO, sir. 

Q. You would not? 

AGS NOG. wir, 

Q. Then, you don't know whether there were or not? 

A. If it was it was just thet you happened to see 


Someone thet tyou could discuss it with, that is all, but 


nothing pre-smrenged. 


Qe. I woes not suggesting any pre-arrangement, Mr. Jef- 
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ferson. Wheat I wanted to find out was just whet the rail- 
ways do in s case like this. I mean, it was a lerge--- 

A. The rsilweys would not consider it necessery to 
discuss it with industry at all. 

Q. They would not? 

A. No, sir. They would send industry copies of the 
application when made to the Board. 

Q. in other words, you say thet as far es the rail- 
ways ere concerned they figure out what they need, they 
figure out the method by which they are going to make the 
application, and business or industry or any other people 
affected have their opportunity to come before the Board 
when the applicetion is being considered? 

uw, het as right. 

O.. But zou do not, discuss 1t with industry firey to 
find out whether or not they have eny suggestions to meke 
as to the manner or type of increase? 

ie HO. Skis 

Q@. Could you tell us, Mr. Jefferson, whet made you 
decide that there should be e different treatment with 
respect to coal and coke? 

A. «Well, the reason for the different treatment of 
coal and coke was because it has always been treated 
separately in both Canada and the United States; and there 
again you have in Ccnada two sets of rates on coal and 
coke; you have your rates for movements within Canada and 
you have your retes from the boundery gatewsys. Now, 
unless you increase all of your conl and coke rates by the 
same smount per ton, then you .gein destroy your relation- 
ship of rates through the different gateweys. But coal 
and coke, it makes for s better increase, I think everyone 
will admit, it hos always been fvollowed that wey, to in- 


crease it so much per ton. 
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@. So it would be fair to sey, then, thet when you 
deciged on the basis of different treatment for coal end 
coke, you really decided on that basis becsuse thet had 
always been done? 

A. Always been done, for good and sufficient reasons, 
yes, (sir. 

Q. And you say there wes no different treatment sug- 
gested for any other product? 

Ae eThabt. 1s right, 

Q By anyone? 

ae, Phebe ts pient% 

Q In any of the railways? 

ae eine Gyis Hight) 

Q. Now, in connection, Mr. Jefferson, with the 
Canadian Pacific suggestion about the repeal of the rele- 
vant sections of the Act with respect to the Crows Nest 
rates, did you discuss that matter with the Conadian 
National? 

A. The repesl? Well, I didn't, 

Q@. Do ryou know if there was any discussion? 

MR EVANS: * 12 ‘do, Mir, Covert. Thee wes oe dis-= 
CUSS en, yess 
MRL COVERT: There was 3 discussion? 


MRR EVANS: Yes, 
MFR O'DONNELL: I don't know; I wes not there. 


THE CHAIRMAN: Well, your brief says something 
about “LB 

MR O'DONNELL: Whatever it says is the fact, as I 
understand it. 

MR COVERT: Q. You do not know the results of that 
discussion, Mr. Jefferson? 


AY MWo, sir. 


Q. INow, Mr. Jefferson, just one more point, and I think 


a ™ =e x 
mat i <a. 


J - 


"ag ets IeAS ~ Norms ,Eee agente “6g etierel 2 pode 
fas [799 tot jrontcb1d gobaePtis ao stead: eld AO bot 
P bed dd? yewsoud steed ‘tort ae ‘Son tost seid 6 
Rentes sed write 
ot Sesto ltiwe oe Ooow se + sine aval eyowhy | " 

2 | | |” (pte teey 


BS 


“398 SNOB Jane TIIS of e6w Sirens | aan 22 
ioubors “rotte Wis t0T DessoRg 
e30Git Bi Jadt VA 


Teaotts ya .f Me 


s 
es > neste 4 
,otmts SL Sart <A 
i] 
od 4 - - 4 
feveutter add Wo yns AL og 
I “ 
Shalt ac’ tear TA 
- 
‘ 
: 5 Pie fea, Pe sy a Pe awk S bom De ca dh , eet 
Sf fav cy g FiOS Dk BR yh £ fiG a mF) DIG iL <e SH 2 
| o4 ~%& rs we okt TT, c hey et i a, » »* a * - 
SiO] ONY “2o Inoces-aeny guete molvessauhl allied neloemev ts 
! 
ae fy A> Poe ey oes, ‘ag wt a: | eek ” we ew ob al =) FE = - 
SER RT ees he foege sy Siw TOA ald TO aneivose ota 
. ‘ 
. ‘ ug 1 
p oe f ? ie 2, Aa + re fe P gens oe B/E a ee ee p - 
Lae PRN! Bie HOLM “Lav~ee OG SSVoeto Boy en 8 eaden. 
‘ 
- RF ~~ ont - 
Tenolsexn 
a r; av f } * 0 fF awe Te. | * \ (j 
+ Tike Dis ee 4. Loge & Tad w ; q 
U ft 
ae Fy ‘eye Says nd t,x 2 in ~ - 
Holesrog lh yas ew eisae IE work vey od wo 
: J f 7 
” ‘ 
= lw tt “4 * ‘ {AV es BA i : EMAY FIM : 
. La 
, Zey .nolenwys 
’ 
J 
£) peers Tt no Pry os > . ’ meee rs. § oy i 
| VTIOL S, we Nn Oy tT : TREY! aon j F 
: Yel 
ia, 
irh~ us Ye 4tT “ere 
,88% f24AVG FAM i 
’ “Metistet hry (ce! ae Grote. ts ‘ + > Tren? ¢ Fey te 
Sry i aoe £ Teorey T' nob I 1hewOd’o . i 
eae j a 
: , 
a 


gridctwmoe agéem iaiad twoy ,Ifew ‘WAMATAHD aT “ 
f Mine ; tf guode 


i ee ,fest stid ef eves gi sevesadil . 


wal bayedenebat 
7 y ; v 


<r ° A rm 


orf} *to.a¢fisreen aft ware dor ob weY¥ 2 VEAEVOO HM 


= 
e 
i9 


' 
é 


Q fie {tertox: strom 


ND 


-16582- Mr. Jefferson 


that is all I have to discuss with you--- 

MR MACPHERSON: I wonder if that is 911 we ere 
going to hear of that discussion? 

THE CHAIRMAN: I beg your pardon? 

MR MACPHERSON: There wes a reference to the 
discussion as to the Crows Nest rates between the railwoys; 
is that ell we ere hearing about the discussion? 

THE CHAIRMAN: Well, you see, we have not yet 
heard the Conadien Notional case. It does make some 
reference to the question, 

MR COVERT: My own view, Mr. Chairman, is that 
when the Canadian National presents its brief we will heve 
an opportunity, but I thought if Mr. Jefferson hed been 
present at any of those discussions we might get some 
information that would be useful to us. I think I heard 
Mr. OWDonnell suggest ‘that 10 might not be fair. I 
thought he said that it was not fair. If there was any 
lack of fairness I would like to know what it was. 

MR O'DONNELL: Our brief st page 191 sets out 
our situation. 

THE CHAIRMAN: Yes, it sets out your attitude on 
statutory retes. 

MR O'DONNELL: Yes. 

MR COVERT: Mr. Chairman, I certainly do not want 
there to be any sllegation of unfairness. It seemed to me-- 

THE CHAIRMAN: No, I have not heard you ask 


anything unfeir scovfar.( ik am ready to listen to eny ob- 


jection that somebody might make to your question. 

MR O'DONNELL: I did mot make any objection to 
that. 

MR EVANS: Thea.t all arose because Mr. MacPherson 
wented us to give something more of the conference that I 


spoke of, and, 3s I heamd it, Mr. O'Donnell said, "Do you 
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always disclose, Mr, MacPherson, all the conferences you 
have with the people on your side?" 

MR O'DONNELL: i Phet isialipT said, sake not 
make ony objection, 

MR MACPHERSON: In any event, I wes evincing 
en interest in Crows Nest rates and whet the colleboration 
might have consisted of. 

THE CHAIRMAN: Well, don't you think we sre more 
concerned in finding out later what the collsboration is 
actually? 

MR MACPHERSON: Yes, we can find that out. 

MR COVERT: Q. Now, Mr. Jefferson, it is a fact, 
I think, thet in dealing with the Crows Nest rates you 
felt that a comparison could be made between the United 
Stetes end Canadian rates? 

Agsuihnat Lei right, 

Q. I think you went so far as to say that there 
could be a fair comparison made; the situation was some- 
what the seme at least? 

Me Wes posir: 

Q. But when it cones to the question of horizontal 
increases and the method with which they treet horizontal 
increases in the United States, you say thst the 
situation is entirely different in Canada, and there is 
really no proper comparison? 

Au. Theat is right; but one 1s comparing principies 
and the other is comparing actual retes, resultent rates. 
Now, the grain rates went up horizontally in the United 
States. I do not think one has anything to do with the 
ocner, 

Q. I just want it cleer, Mr. Jefferson. What you 
mean is that as far as the treatment of horizontal retes 


is concerned, you say that there is no comparison of the 
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Situation in the United States and in Cansda? 

He, Snetvis right. I say that one--- 

Q. And thet the guiding principles which rule 
before the Interstate Commerce Commission have no applice- 
tion here? 

A. That is right. I ssy one is the comparison of 
horizontal rates, the other is the comparison of actual 
retes resulting from horizontal increases or otherwise. 

MR COVERT: Mr. Chairman, that is sll I have to 
ask. I might say that Mr. Jefferson hes been with us now 
for thirteen dsys, and I think I would like to thank Mr. 
Jefferson for sll the time that he has given us. 

THE CHAIRMAN: Yes, we ere very grateful to Mr. 
Jefferson. He must be very tired, too. 

MR EVANS: IT have just one point on which I 


would like to ask Mr. Jefferson some questions. 


RE-EXAMINED BY MR EVANS: 

Q. Mr. Jefferson, in en answer to Mr. Covert this 
morning you ssid that you did not have through class rates 
between the United Stetes and Western Conada, because the 
combination of the local rates would be lower then would 
result? 

A. Then rates in our own country. 

ee Tess 

we Les, ‘Sir’. 

Q. And eerlier you said thet there were through 
closs rates in Eostern Caneda between the United States 
end Canads? 

ee Thaw ie. wien 

Q. Now, is there 9 aifference in the rate levels in 
the Western United States as compore@d with the Eastern 


United States? 
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A. It is higher in Western United Stetes than in 
Kastern United States, 

Q. What significance has that on the question as to 
whether there sere or are not through class rates between 
Western Cenada and Western United States? 

A. Well, the significance that I would attach to it 
is that the rates in Western United States are so high 
that if you take their rates to the boundary and edd even 
our standerd mileage rates north of the boundary, you get 
a lower rate for the internetional movement then the 
movement wholly within the United States for an equivalent 
distance. 

MR. EVA 

‘Now, bee only other thing I wanted to say 
to the Commission before I am through is this: Mr. Covert 
asked Mr. Jefferson about traffic statistics, and he, I 
think, referred to Ex Parte 162, in which some reference 
was made to 9s commodity, I think it was cotton, in which 
Mr. Covert suggested that there were traffic statistics 
available in the $United States, in the Interstete Commerce 
Commission, which were not available here, and among them 
he indicated average length of haul and the tonnage of 
commodities. I just want to refer to the brief of Menites 
Manitoba as the quickest reference, to show that those 
figures are available in this country. If the conn 
refers to the printed brief of Manitobe you will find there 
in several of the tables in Appendix B references to the 
average length of houl, s lerge number of groups of com- 
modities, and also I think to tonnage -- yes, the tonnages 
eve also given for the different groups. So it is quite 
possible in this country to get tonneges end average 
length of haul for different commodities. I think the 
point is reelly thet when you have got them you have not 


got what you need to determine this question as to the 
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effect of a horizontel increase or a maximum increase. 
I think that is perhaps the point thst wes not appreciated. 

COMMISSIONER INNIS: Could we get co picture, Mr. 

Evans, as to the extent to which American rate practice 
or reguletion precludes regulation in Conada? You have 
mentioned this reference to comparison between rates in 
the Western States end rates in Western C nada. Now, 
looked et as a whole, it must be rather an impressive pic- 
ture, suggesting thet to a large extent Canadians have no 
control over their rates, thot whatever control they have 
is pretty much a reflection or to some extent 2 reflection 
of the American rate situation. 

MR EVANS: Well, I do not think there can be any 
doubt, Dr. Innis, that the situation in which we find our- 
selves with regard to internstionsl rates is greetly 
affected by the power and strength of the economy in the 
United States, the size of the United States railways and 
their interests, and the size of industry in that country. 

But I suppose that must be true, thet 5 very large economy 
next door to a smeller economy must tend to influence the 
Smaller to a greater extent then is reversely the case. 

COMMISSIONER INNIS: Has anyone ever prepared a 
memorendum on the subject? 

MR EVANS: Not to my knowledge. 

MR COVERT: Mr, Cheirman, I see we have just three 
more minutes, end I wondered if before sdjournment -- I 
think, Mr. Evans, the next witness for the Conadian Pacific 
is Mr, Liddy? 

MR EVANS: Mr., Liddy, yes. 


THE CHAIRMAN: I beg your perdon? 
MR COVERT: These next witness to be presented by 


the Canadian Pacific is .Mr. Liddy, and I thought perhaps 


Mr. Evans could tell us ait this time, if he would, the wit- 
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nesses that sre to follow. 

MR EVANS: I can say that Mr, Liddy, so far as 
I am presently eware, will be followed by Mr. oF. OS 
Thompson, and I think Mr, J. Cc. Thompson will be followed 
by Mr. Newmen. We are also going to call Professor 
McDougall and Mr. P. C. Armstrong, but I do not know exect- 
ly the order, 

THE CHAIRMAN: Are you distributing these wit- 
nesses according to the subject matter with which they are 
going to deal? Mr. Liddy will deal with accounting? 

MR EVANS: He will be deeling with sccounting 
matters, yes, 

THE CHAIRMAN: Then you mentioned Mr. Newman. 

MR EVANS: Yes, I mentioned Mr. Newmen. 

THE CHAIRMAN: Is thet also accounting? 

MR EVANS: Oh, no. Mr. Thompson is going to 
give very short evidence on some specific subjects; end 
Mr. Newman, you may remember, was under discussion here. 

I think the Commission asked whether Mr. Newman would be 
called. I think perheps there was some question ebout the 
wey the research department operates and about the diesel 
programme snd so on, and then there was the study of the 
savings through the diesel programme. Mr. Newmen will deol 
with thet; he made that study. 

MR COVERT: Thonk you very much, I thought it 
would be--- 

MR MAC PHERSON: Mr, Choeirmen, Mr. Evans has sug- 
gested thot Mr. J. C. Thompson would be giving evidence on 
certain specific subjects. Now, it would probebly shorten 
time if information could be given as to the subjects on 
which he is giving evidence.. JI mean, there is a great 
range of sub jects on which hne might give evidence. 


THE CHAIRMAN: Wel.l, Mr. Thompson is coming on 
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immediately softer Mr. Liday? 

MR EVANS: Yes, so fer as I know now, sir. 

THE CHAIRMAN: What is the Subject of his evi- 
dence? 

MR EVANS: He is giving evidence on one or two 
questions related to sccounting subjects. 

THE CHAIRMAN: Accounting subjects? 

MR EVANS: Accounting subject, yes. 

THE CHAIRMAN: Does thet satisfy you? 

MR MACPHERSON: Yes. Well, I take it that thot 
Will be on depreciation, Mr. Evans; is that right? 

MR EVANS: To tell you the truth, I can't remem- 
ber; but there will be nothing new from Mr. Thompson. 

MR MACPHERSON: Well, we have hed Mr. Thompson 
before in the Board of Transport Commissioners, and there 
is such e field that he can and will cover that I felt it 
would be helpful, certainly to Provincial counsel, if we 
knew what he wes going to cover. 

THE CHAIRMAN: Well, there is no use in our cover- 
ing it in sdvance, you see, Mr. Liddy end Mr. Thompson 
are going to deal with accounting? 

MR EVANS: Yes. 

MR COVERT: I went to thenk Mr. Evans. I thought 
it might be sedvisable to have it, so that 311 counsel 
could know and prepare for it. That is all I asked. 


MR EVANS: I may say that it is more information 


than we got from our friends. 


---The Commission edjourned et 4:45 p.m., to meet agein 
et 10:30 a.m. on Tuesdey, February 28, 1950. 
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